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RESOURCES AND POPULATION 

§1. Meaning ‘Of ‘Indian economics’. — ‘Indian economics’, as 
generally understood, may be described as a study of Indian 
economic problems. It piesenls an analysis of the existing 
^^nomic situation of India and discusses means and methods 
of improving it. Every country must in this manner con- 
sidei its own economic problems Our object in such a study 
is not merely know ledge for its own sake. This is legitimate 
enough, but in addition we desire to find out how best to 
proceed m order to make tlie country and its people richer 
and happier 

§2. Scope of the chapter. — In this chapter it is proposed to 
deal with India’s phj'sical enviionment and natural resources, 
her population, and the economic aspects of her social and 
1 eligious institutions. 

Physical Envibonjiekt and Natueal Kesoueces 
Economic Geography of India 

§3. Area and population. — We have aheady considered the 
importance of natural resources and the part played by them 
in shaping the economic life of a country.^ We shall begin 
our inquiry into the economic position of India by a brief* 
description of her physical environment 

British India is 0 86 million square miles m area with a 
nopulation of 296 million (according to the Census ‘of 1941 
which excludes Bmma), while 0-71 miUion square miles of 
territory with a population of 93 million is under Indian States 
and Agencies. The length of the countrj- fiom north to south 
' is about 2,000 miles, and from east to west about 2,100 
miles. India htis a land frontier of about 4,600 miles, and ' 
the length of her coastline is roughly 4.300 miles. She is 
thus a world in herself, being thnteen times as laige as Great 
Britain and equal to the whole of Europe excepting France 
and Eussia. Her total population (388‘8 millions) is about 
one-fifth of the world-populaBon. - 

S4. Geographical location. — ^Tlie natural boundaries of India 
stand out prominently on her map On the land side there 


' See Part 1, cli.,v, §6 
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aie ilie mountain langcs of ilic Himalayas on the north and 
tho Hindu Kush and Sulairnan raonnlains on the north-'vvc&t. 
Thy rioith-eastcin Irontiei is ilanked by Burma, which until 
its sepaiation fiom India on 1 April 1937 formed part of British 
fadict The onh gateways* to India by land (i.e. the Khjber 
and the Bolnn passes) aie on the north-west frontiers, from 
.Hghaniftan and Baluchistan. The Indian coast' is surrounded 

tlie tuu great anus of the Indian Ocean, the iVrabian Sea 
on the west and the Bay of Bengal on the east. Jrd’a.i:- 
tlm icadily approaihable fioin hoi .sea boundaries. \ 

India occupies a highly favouiable situation as regards the 
!o-t of tho world for [imposes of international tiade, .standing 
as she does at the centre of the eastern homispheic; die com- 
ni.inds tiade lontcs running in all diiection?, and the sea routes 
aie bs far the ino't important on acqount of hei exren'-ivc 
seaboaid (see Map X). 

Tiidin, liowovei , suffeis from a deficiency of natuial 
li.iiKours capable of accommodating laigo modem vessels. 
Kaiuchj, Bombay, Goa and Cooliin are the only important 
ports on the western coa^t. The oast coast is sutf-hound and 
without any natural harboms. The harbour of IMadras owms 
Its present position largely to an, expensive outlay on its sen- 
walls Vizagapafara on the same coast is giadiially gaining- 
importance as another aitificial hiubom, thanks to an ambi- 
tious project that is now being canied out by stages. Calcutta 
on tile Bay of Bengal is naturally well-situated, but suffers 
from bars which form in the Jiooghly and make constant 
* di edging opeiations ncccs3ar3\ Chittagong is in a similai 
ca=e. We can thcrofoio leadil}^ leahze why the great bulk 
of India’s foreign trade is confined to four ports, namely Cal- 
cutta, Bombay, Madias and Karachi (see Map J). A vigoious 
policy aiming at the construction of now harboms and the 
revival of the old neglected ones is urgently called for iu the 
inteiests both of her coastal and oceanic trade. 

The piesent shipping position of India is very unsatisfac- 
tory, and she' has hardly 'anj-” mercantile marine worth the 
name to mamtam her old traditions of maritime activity. The 
need for a-moie foiward shipping policy is discussed in 
Chapter Y 

^ As regards inland communication, the principal poitfe of, 
India are already connected with the inland trade centres bv' 
a nelw'oik of railways and roads. Northern India- enjoys goo’l 
facilities foi internal communications bwang to navigable rwe; ' 
like the Indus and the Ganges, and her vast piams lend ther “ 
selves to the easy constmction of roads and lailwriys. Pen ' 
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sulai India i$ at a disadvantage in tins lespect owing to the 
lugged, and mountainous natme ol the country and its jack of 
laige perennial rivers. The state of rail and load communi- 
cations ill the imai aieas of India is backward and needs im- 
mediate attention.^ The post and telegraph are now 
sufficiently iamiliai and widespread in India, while the tele- 
plione and iviieless, which have become such important 
adjuncts of modein tiade and economic activity, are still in, 
a bacbv'aid state of develojiment, the use of the telephone 
hemg confined to the larger towns On the whole, as a' result 
of these modein facilities for inland commimicatiohs, the 
economic isolation of the village is laigely a thing of the past. 
§5. Three well-marked divisions of India. — ^India falls into 
the following three well-maiked divisions • ti) the Peninsula, 
(u) the Indo-Gangetic Plain, and (ni) the Himalayan Eange 
(see i'ilap II). 

(i> The Peniniula — This is an elevated plateau (called 
the Deccan, ot the plateau of the south) separated flora the 
Indo-Gangeiic Plain by the Vmdhya and Satpura langes. It 
is flanked by the coast ranges known as the Western and East- 
ern Ghats It is thus triangular m shape with Cape Comorin 
as its apex. This tableland of the peninsula is generally un- 
even and ioclc 3 % with more or less foiesled hill peaks and 
ranges, and, it tilts like the roof ot a house from west to east. 
The Western Ghats, which form a gigantic and continuous 
sea-wall, inteicept the monsoon clouds, which aie compelled 
to deposit their moisture on the mountain hauler and the 
nariow' stiip of land between the Ghats and the sea (known 
as the Konkan), thus making the inland region peculiarly 
liable to droughts and famine 

The principal peninsular rivers aie the Narbada, the Tapti, 
the Mahanadij'the Godavari, the ifistna and the Cauvery (see 
Map VII). They depend on the lains, and are not perennial 
like the Himalayan rivers, which receive water from the melt- 
- ing of the mountain snows even in summer. They not only- 
dry up in the hot weather, but many of them cut their way 
through dee]) gorges which make navigation impossible and 
irngation expensive. . - , 

The principal products of the peninsula aie millets, rice,; 
oil-seeds, sugarCane, pulses, cotton,- tea, coflee, and spices. 
The mam kinds of trees are teak, sal, sandalwood and coconut. , 
(ii) The Indo-Gangettc Plain — This lies between the 
peninsula and the Hamalayas and is traversed by two river 

’ * See also eh, §§6, 8 . ‘ , 
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KYstems, the Indus :,jslcm to the west uiid the Ganges system 
to tile east The Indo-Gangctic jdam, being composed of 
livers and silt, is \ei3’ feitile and lorms the raost. extensive 
sheet of lot el cnltnation in the world. Its lliniulaj'an rivers 
arc peicnnial • then fcitilc basins have been the scats of the 
ancient pic-.Vrjan and Aivan civilizations and aie the natural 
gianaries of the eountij’. Some of them (o.g. tlie Bralima- 
juifra, Ganges and Tndub) aic navigable, and rened us gicul 
camels of commerce m the pre-uulway dii>s. They aie also 
the feeders of the impnitant jnoductive iriigation works on 
nhich the piospentv of the Punjab, Sind and the United 
Jhovinces so largeh rests The mam piodncls of the Jndo- 
(iangetic plain aic wheat, baiko, millets, sugaicanc, oil-sceds, 
iicc, cotton, jutc, mdigo and opium. The vegetation is varied 
and plentiful — sal in the north, teak in Cential India and 
the mulbeirv m Bengal The Lido-Gangetie plain is the niost 
densely populated part of India owing to its fertile alluvial 
soil and assuied rainfall. 

(ui) The Uimalaijas . — ^Thc Hiraalayati mountain ranges 
of the noith — the Inghest in the world-^ominate the Indo- 
Gangelic plain. They account for 3,250 miles out of the 
total length of over 2,000 miles of gieut mountain ranges 
which cut India ofl. flora the rest of Asia. Apait from their 
political significance as an impregnable barrier, the Hima- 
layas exercise a dominating inlluenco on economic conditions 
In' their effects on lain, winds, lioat, cold, moistuic and vege- 
tation Thej' intercept; the monsoon and supjily the plains 
and riveis with lam-walor. We have aheady re'fened to the 
economic value of the Himalayan livers. The Himnlaj'an 
watersheds piesent great possibilities of hydio-electnc power. 
Hastly, they aie a rich soiuce of vegetation and nourish valu- 
able forests iVhich in their turn legulate the supply of rain- 
water. 

§6. Glimate and seasons. — It is impossible to make any gene- 
ral statement about the climate of India because willnn its 
boundaries almost any ty'pe of cbmate that is known to the 
tropics or the temperate zone may be found. But on the 
whole the Indian climate may be described as semi-tropical. 
Peninsular India, being situated witlim the tiopics, lias a 
higher mean temperature throughout the year and shows small 
vauations in the diffeient seasons Hofthern India, on the 
other band, is cbaiacteiized by extiemes of tempeiatme dining 
summer and winter At Jacobabad the thermometer some- 
times rises to 125° in the shade during the hot weather and 
falls to in the cold weather. 5?iliere the seasons are 
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clearly defined m India they are thiee in ninnbei ; (i) a cool 
dry season (nrintGi) rv‘hen northeily winds prevail, (ii) a wet 
season, saltiy and oppressive with the inflowing south-west 
monsoon, and (in) a hot dry season befoie the beginning of 
the lains, winch usually come suddenly with hear}’ thunder- 
stoi ms. 

§7. Rainfall. — The raw fall like the climate shows striking 
variations. For oxainplo, C)ienapun;i m the Assam hills 
legistcrs a lamfall of 4gf) inches annually, while Upper Smd 
gets less than 3 in ches. Chinatically the Indian peninsula 
is part of the great monsoon area of Asia and exhibits the 
monsoonal coutiol in a more peifect form than any other part 
of this area. The rainfall of India, unlike the rainfall m 
England, wheie lain may be expected at any time, has a 
defiirite periodicitj'- due to this monsoonal control. The term 
‘monsoon’ tcehmcally applies to the reversal of the winds 
which takes place throughout the monsoon aiea and which 
divides the climatic year into two distinct periods, that of 
the south-vest monsoon, and that of the north-east monsoon. 
During the hot season the land gets hotter than the waters 
of the Indian Ocean to the south. Moistine-Iaden w^mds 
therefore blow from the Indian Ocean into the lovr-pi assure 
land area to displace tlie hot, light air in it in the month of 
June By July the south-Kest monsoon is fully established 
over India, the winds being generally south-west over the 
Deccan, south over the Ganges delta, and south-east up the 
Ganges valley. The Indus basin is the last aiea leached by 
these winds, and the fiist from which they retieat, so that 
here the yearly lainfall is very low. It is heaviest on the 
Western Ghats (wlyclt are first struck by the monsoon) and 
the Himalaj'as. In September the force of the monsoon 
begins rapidly to decline The south-west monsoon, winch 
reaches evezy pai t of India , accounts for nearlv 90% of the 
total rainfall. It strikes India in two cuirents (i> the Aia- 
bian Sea bianch, and (n) the Bay of Bengal branch. The 
former ciosses the west coast of India, giving ram to the 
peninsula, the Gential Provinces and Rn')putana The Ben- 
gal branch gives copious lainfall to Bengal, Assam and Bihar, 
until at IS arrested by the Himalaj'as It then turns towards 
the west and, meeting with the Arabian Sea branch, gives 
a moderate rainfall to the whole nact from Bengal to the 
Punjab. 

The nOrth-easf man-soon, which juelds about T0% of the 
total annual rainfall, is -really the south-west monsoon m 
retreat During the winter, the land becomes cooler than 
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tilf s(M jiti'l lii. isiuif' ht.'i.ii” wintlij" blow frr-in fl»<' l-intl to itjc 
•M, tbii-. -'ii.ii-i iv'-- To t}i“ TiiiiJii-u:'' (. nioivoon. Thh wirtt'-r 
uiwi^fviii inin !o tiorib awl poiitii from October 

t, T Occonib' r riil''! [iruts of Ititii!, .-'iicb Jii J-l}{tf‘T'abini t^tAte. 

Horar, a ad 'OUh parf-, of thr: Central IVovineo-:, J^oiribay and 
ibi. d- Ih'Ikju from the noi tli-ea^t inoii^oon. 

The I'iiaiMion doteiinme.-. the liarve-ating in dnduu 

(lae 'f ejop' K KowTi in 'Tnne ntul reajicd in autnmn, 

u. 'iiuU I’ll., eoUon and liajia. Tliia 14 called the penson of 

t!w f./uirii crops. The <=^ccond set <'{ crops, namely wheat, 
birlor md lintced, is snnn v.'hen the tiionsiion ends about the 
jiiiddle of PepfeniiicT, and is reaped bcCvecn January and 
Ivlerch. This is the seamn of the rnhi crops. The annual 
rainfall is a inatley of vital nnpoit.rnee to the country. Fluc- 
tuations in quantity, dial nhut ion, and timeliness biing misciyt 
or prosperity to the, inilhons of people who arc minnly depen- d 
dent on agricviltme. The, lamfall onterc into every aspect of ] 
life m the country, for the pro.speniy of indu.stty. trade and 
finance depend' on that of agricnltiire, which in its turn is 
largely at the incicy of the monsoon, and paiticiilaily of the 
south-rvest monsoon. ' . 

The lack of uniformity in the annual ratnfall has gdyen 
use to the following classification: (it xVieas of assured rain- 
fall such as Assam, eastern and lower Bengal and the w’cstcm 
coast sUips; (ii) Areas of piecatious rainfall such as Udaipur. ' 
Ajmer, and the Bombay Deccan excluding the Western 
Ghats; and (lii) Areas of di ought snch as upjier Smd,''vestein 
Bajputana and western Punjab (sec Map HD. 

§8. Soils, — ^The geological siin’ey of a country includes the 
consideration of its surface and snb-soil ^ Tim sods of India - 
belong to tho following geological types : 

. (i) The allncial tracts. — These are the most extensive 

and agricnlturaTily the most imiioitant. Tliev occupy the 
greater jiortion of Smd, Gujatat, Eajputana, the Punjab, the 
United. Provinces, Bengal; and the Godavari, Kistna, and 
Tanjoie districts of Aladras An alluvial stiip extends along 
the eastern and western coasts of the peninsula. The alluvial 
sods, iich in chemical and organic ingredients, are very fert'le, - 
and with a modeiate and well-distributed lainfall are capable 
. of glowing most of the Mtanf and-rafii crops 

(h) The Deccan trap formation covers tlie'gieater part 
of the Bombay prOTince, the wdiole of Beiai, the westein . 
thud of the Centeal Provinces and the wcslem part of Hydera- 
bad (Deccan).' The sods in this area vary gieatlv in charactei 
True Slaclc Cotton soil occurs vrithm tbe aiea 
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of the Deccan trap below the geneial level of the foot-iuils. 
It is famous as being suitable for the cnlti-vation of cotton 
and jowar in the valleys of the Tapti and Narbada, in the 
plains of G-u|arat, Kathiawar and Karnatak, and in a few 
districts of Madras piovince. It can also grow wheat, linseed 
and gram, and has a great capacity for absorbing and re- 
taining moisture. 

(lii) The crystalline tract — The remaining soils belong 
to what is known as the crystalline t ract, comprising almost 
the whole of Madras, Mysore, south-eastern Bombay, eastern 
Hyderabad and two-thiids of the Central Provinces. Though 
•on 'the whole their fertility is of a low order, certam varieties 
(e.g. the red or the red-brown loams and clay loams in 
Mysore and Madras) are very fertile. Crystalline soils of 
moderate fertility yield rice as their chief crop where canal 
irrigation is available, and also other valuable crops with the 
help of tank and tvell irrigation. 

§9 Mineral production. — ^In the opinion of the Industrial 
Commission (1918), the mineral deposits of India are sufScient 
to 'maintain most of the key mdustnes in the country. Up 
to the early eighties, practically notlung had been done for 
their development. Subsequent investigations, however, have 
led to the discovery and opening up of many kinds of mineral 
deposits which make possible the rise of a number of metal- 
lurgical industries in the country. The recent • development 
of the transport system, the war of 1914-18 and the recent 
, war as also the industrial progress-of India have stimulated 
mineral production. 

The minerals produced in India include coal, iron, man- 
ganese, gold, silver, lead, zinc, petroleum, mica, wolfiam, 
sulphates, salt, saltpetre, butldmg-stones, and -cement-making 
materials (see Map I). The 'total value of the mineials pro; 
duced in the year 1938 v?as ,K3.,,34U4 crores. A few words 
may be said here about the principal minerals. 

(i) Coal — -With the exception of the United Kingdom, 
India produces more coal than any other pait of the British 
Umpue The quantity of coal produced in 1938 was about 
-28’34 million tons valued at Bs. 10'64 crores. Most of the 
Indian coal comes from Bengal, Bihar, and Orissa (the Gond- 
wana- coalfields). Outside these pi ovinces, the most important , 
inmes are in the' Central Provinces, H3’-deiabad State, Central 
India, the Punjab, Rajputana, ' Assam and Baluchistan. , 
Indian coal is thus very unevenly distributed, the deficiency 
being specially marked in the case of the peninsula. Bombay 
■can draW‘ bydro-electnc power from the Western Ghats, but 
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the ?iladras pinMrtc( i-? gienih li.in(liciij)jieil nj industrial 
dc\ciop!iu“iii '0 in till' t'\|)l(iU.i(Km of its iron on* deposits) 
b\ lack 01 coal. Indian < i.al is goueialW poorer in ijunliU than 
fuicign coal f)nK the Itcngal coal can conipaic with foreign 
coal 111 fh< pioductinn of good metallurgical coko. On tlie 
lecoiniiif nd.uion ul tlic Tndian C<»ii! Committee, a Coal Grad- 
ing Jloiu! J-. estaldished in 1020 in ordoi to iinjiiovc tlie 
c(ualit\ oi Indian coal supplied in llio mnikct. ll is also 
iu»ccs-,ii\ to devise mciisuicb for the cons-ertalion of India’.'’ 
tc..(.)in(’c of good quality coal Accordingly the Coal Mines 
Sfonuie Jioaid has been sp( up undei the Coal-Mines Safety' 
(Stowmsl Act of ItWU. wludi aims at otisunng the safety of 
the workeis and 'at pic%cnting wastage or unet ononiic extrac- 
tion of cna! 

The co.il industiy m India owes its origin to the construc- 
tion ol radwuvb m the counliy, though its subsequent piogress 
has been stmnilatcd by the met eased demand flora the ex- 
panding non and sicel and other industries 

(ii) Iron — By fni the most miportant of (he iron doposiis 
aie those tlvat occur in Singhbhuin and Koonihar. Bonai and 
iMajuibhunj Slates of Bili.u and Orissa, where recent dis- 
coveries include what appears (o be a lange of iron ore running 
almost continuously for forty miles. Otlicr sources arc Ben- 
gal. the Cential Biovinces, Afadias and Afysore State, Thq, 
Barakar IroifAVoiks, started m 1S74 (winch wcic latci trans- 
foimed into the Bengal lion Company’ Lid.) led to tlie in- 
, iioduction of the modei'n non industiy into India. The 
leraaikable development of the Tata Ii'on and Steel Company, 
inaugmated at Sakchi (damshedpin) in 3911, lias given <a 
great stimulus to the pioduction of non ote, of which the total 
production amounted to 2 7 million tons in 1938 

(ill) Manc/anese —This is a vciy valuable industrial mine- 
ral and IS marah lequiied foi the manufactuio of .steel It is 
also used in the heavy chemical, electrical and glass industiies. 
India at one time (1907) displaced Bussia as the first among 
the woikl’s producers of this metal, but later she gave way 
to Bussia The xecord output of 1-1 million tons'was icache’d 
in 1927, hut owing to the economic depiession of recent rears, 
the output fell to only 218,307 tons in 1933 and the industiy 
is still in a stagnant condition though theie has been a partial 
i-ecovery, the output having inci eased to 967,929 tons m 1938 
The pnncipal inanganese-pioducnig aieas aie the Central 
Piovmces, Madras, Bombay and Mysore. 

(iv) Gold —-India contributes only about 3% of the world’s 
production of gold, the great bulk of which is rained in the 
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Kolar field in eastern iTysore India produced 321,138 oun- 
ces of gold, valued at Bs. 3-05 crores, in 1938 

(v) Petioleum . — Theie aie two distinct oil-beaiing areas 
on either side of the Hiipalayan aic; one on the east, and 
by fai the most important, includes Assam and contributes 
85% of the output: the otlier on the west includes the Punjab 
and Baluchistan. With the sepaiation of Burma India’s 
petroleum resources have become insignificant compared to 
the world’s Hei total output m 1938 was about 87 million 
gallons valued at Es 1 65 cioies, nhich accounts foi only 
one-tenth of one pei cent of world production Her contri- 
bution to the world’s production of petioleum is neghgible,^ 
being less than 1% The internal consmnjition ot petroleum 
and petrol has inci eased enormously in recent yeais, and large 
quantities aie still imported horn abroad m spite of the ex- 
tension of home supplies The separation of Buima from 
India m 1937 has gieatly mcieased onr dependence on foreign 
countries m this respect 

(vi) Mica — This mmeial is principally used in the elec- 
tiical industry as an insulating medium India is the leading- 
pioducer of mica, with an output of more than thiee-fifth.g of 
the.world’s total. 

(vii) Saltpetre — Saltpetre is in considerable demand for 
industrial purposes, for the manufacture of glass, for the 
preservation ot food and foi manunal pin poses It Is pio- 
duced mainly in Bihar, the United Provinces and the Punjab. 
Nearly the whole of the output is expoited, a small part 
being retained in the country for use as a let tihzer, especially 
m the Assam tea gnzdons. There was a time wlien -India 
possessed a piactical monopoly of the woild's supply of 
nitrates lequued for the m.anufactiire of explosives and cbe- 
'mical manure Partly owing to the imposition of a heavy 
export duty and paitly owing to other causes, Indian piodnc- / 
tion declined The competition of Chile nitrates and French 
potash salts in foieign markets has adversely affected Indian 
exports of sallpetie 

(viii) Salt — ^Aboiit thiee-fourths of the .salt consumed m 
the countiy is pioduced inteinally. The total output of salt 
pioduced in India was PSI million tons m 1938, the imports 
in the year 1939-40 being 314,000 tons, Aden being the chief 
source of- supply. About 60% of the Indian salt is obtained 
by cvapoiation of sea water on the coasts of Bombay and 
Madras. A second somce is the rock salt obtained from the 
Salt Kiinge and the Kohat mines m the Punjab The other 
two sources aie biine salt horn the Sarnhhai lake m E.sj- 
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(liitaua anil bisnt' condon'^cO <m llie Itor<lc*r of Oic lesser 
JJ.inn of Ciitfi). Ttnoicn '•alt i=; largely imported for the 
Pene'.il market Jii 10_".K)O the Tttnft Board, which consi- 
dered the qm«-n(>n of making (he- country pcH"5nfficient in 
te-peot ,.f wilt, txprce^td the \u-\v that the whole demand of 
the Betmai market tuhioh ir for tine white salt) could be 
met by Jndi. and Aden The palt mdnplry receired protec- 
tion !fi Jptiui hy the un^Hwition m 1931 of an additional import 
duty •'[ anna^ per tiutund on foreign salt, reduced to JJ 
auna- in 2Udd, The protection wti'^ withdrawn in April 3938 
irt the lutciest of the consumer of Bengal. 

<15.) ('< moif-uioLtiKj innUrials. — Chalk, liine.'tono .and 
clay are found cxt«,rist\ch m India m the Bundi State {B.aj- 
pufana) and also at Katnt Otlier aic.'is are Poibaodar in 
Kathiawar ,ind the ncimt} of Lucknow and Ciwnporc'iti 
the United Provinces. The cement industry ha*; a promising 
future 

(\) Other mincrnlt . — Other mmcrsh of subordinate ira- 
poitance are lead, fin. copjier, zinc, silver, bauxite (aiumi- 
nium). j.ade, chioxuite. i;Kd3?h, amber, diamonds, rubies and 
snlphur 

§10. yogctable resoaroes, — ^India grows a largo rranely of 
vegetable product^ belonging fo the sub-tropical and temper- _ 
ate zone?, as ilie following enumeration will sbmv : 

(i) Food-grams. — Fkc, in Bengal. Bih.rr, Orissa, ntid to 
«ome extent in Aladras and Bombay; tcheat, in the nortb*- 
west jrarts of India: such as pwar and bajra. in 

Bombay and Aladras; harlctj, in the United Province.-, and 
Bdiar; ragt, in Hadias, the XJnitcd Provinces and Bombay; 
maize, m Bihar, Oiissa, the United Provinces, and the Pun- 
jab; gram, in the Punjab, the United Protinces, Bilm , Oiissa - 
and the Central Provinces, 

(u) Berbs. — Condiments and spices, in Aladras, Bombay 
and Bengal; sitgarcanc, all over Jhdm, especially in the United 
Provinces; cojfee, m Madras and Cooig: tea' in Assam and 
Bengal. 

(in) Seeds. — Oil-seeds such as linseed, sesamum, rape and 
mustard, ground-mit, castor m Madras, the United Provinces,' 
the Central Pi-ovinces and Bombay. 

(iv) Fibres. — Cotton, in Bombay, Berar, the Punjab and . 
Aladras; juic, m Bengal. 

(v) Miscellaneous — Opium, in the United Provinces; 
tobacco, m Bengal, Bihar. Bombay and Madras; fodder crops, 
Jtx the Punjab and the United Provmces; cinchona, in south- 
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ern India, mdia-ruhhei , in Assam and the Kliasi Hills; and 
forest products.^ 

§11 Forests. — ^Among the most valuable natural lesources 
of India must be reckoned her magmficent foiests, whose 
character is largely governed by rainfall and elevation. Where 
the rainfall is heavy, evergreen forests of palm, ferns, bam- 
boos .and india-rubber trees are found Undei less copious 
ramfall, deciduous forests appear containing teak, sal, etc. Of 
the whole area of British India, more than 11 per cent is 
under the control of the Forest Department. Assam is the 
most thickly forested province, followed by the Central Pio- 
Vinces and Beiar, Bombay, Madras and Bengal at a consider- 
able distance. 

In the economy of man and of nature, forests are of direct 
and indirect value. The direct utility of forests is chiefly due 
to their produce, such a's timber and fiiewood and the raw 
materials they afford various industries, and the grazing for 
cattle they provide. They also offer emplojunent to a large 
^ number of peisons working in and near them and to others 
engaged in working up the raw products. Foiest produce is 
divided into two mam heads : (i) Major produce, i.e. timber 
and firewood; and (ii) kimor produce such as lac, -tanning 
materials,- essential oils, turpentine and resin. Forest re- 
seaich has proved the utility of bamboo for the manufacture 
of paper pulp, and the Government has since 192.5 granted 
protection to the Indian bamboo paper pulp industrj’’ on the 
recommendation of the Tariff Board. The indirect utility of 
foiests is also not negligible. They make the climate more 
equable, prevent the soil from being washed away by heavy 
rains, help to regulate the water supply by rendering the flow 
of water m rivers more continuous, increase the fertility of 
the soil, afford shelter to cattle and useful birds, and produce 
a healthy aesthetic influence upon the people. The forests 
are malang a valuable contribution to war production of India. 

The consen^ation of forests is therefore of the utmost im- 
portance to every countiy. Nature’s heritage must be pro-,' 
tected against the* rapacity of mankind. The process of reckless 
-- destniction of forests had gone on for centuries in India before 
the advent of the British lule. In the early years of the 
Batish rule, this destruction became mtensified owing to in- 
crease of population, extension of cultivation, multiplication 
of -herds of cattle, and increasing demand for tmber and 
fiiewood for railwavs. It was during Loid Dalhousie s regime 

. ' For furrier particulars regaraing <hc ^arlolls crop=, see cli hi. §3 
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(iint the (lovoinnu'nt realized the ucce^city of adopting a 
policy of fnicst conservation. The fii&t organized ateps ^ere 
taken ahotu the yar l&ao. In 3804 a Forest Department 
nude? an IrKpcctoi-tJcncial of Foie.-ts nns established in the 
major juovmcob Since then the Forest Department liusgiown 
and now coiiiro!?, as nionlioned above, inoie than one-fifth 
of the total cuea oi Hiitn'h India Indian forests ate classified 
as 111 iP'siOM'd (III Protected, and fin) Unclasscd State 
Jniiests HI descending order as regaids the contiol exorcised 
b\ liip (ioieinnient ovei the rights of indnidiial and public 
11 e. 'file olijcef of foiest adniiiusfintiou js (o eliminate the 
d.inge! of oviT-woikincr the foiesls ami to iniptovo ihcir yield- 
mg cap.icitj 'J’he h’orest Ttcsearch Institute, established in 
IbOf; at Dehia Dnn, has i>oen doing U'^oful research woik. 
The AniieulPiral ComniFsion (3028) stressed the nnjioitance 
of inou’.ising the utility of forests fo the agiicuUuust, and 
at the same time of bringing 'him to take an enlightened view 
of fou"-! aclininistiation 

5; 12. Animal resources. — The iinpoi lance ol animal life to 
an agncultural countiy like India cannot he exaggciated. 
The laiicty of Indian' conditions has natmally developed a 
great variety of animal life. Tlic most impoitant animals 
aie: (i) Cows and hiifl'aioos mainly piizcd'foi milk; (ii) Bul- 
locks which play an iinpoitant part in the agiiciiltural economy 
<)f India botli as draught animals and on the field; (ui) Goats 
and sheep which, apart from yielding meat and wool, supply 
together with cattle practictilly all the manuic used by the 
Indian cailtivatoi. 'Other animals aie donkeys, used as pack- 
animals cvciywhere; camels used for transport acioss desoits 
(eg. Sind) and gencralh* in iioidhein India; and fish, winch 
aie of immense impoitance as articles of diet nr Bengal, Assam 
and the coast strips of the pcnhrsula. The extensive forests 
of India shelter a laige variety of wild animals, reptiles and 
buds. 

§1B Sources of power. — ^Tbe principal sotuces of power avail- 
able in India are coal, wood, "fuel, oil and alcohol, wind and 
rvater. yVe have alieady refeiTcd to the uneven distribution 
of coal and its marked deficiency in the peninsula. The situ- 
ation as regaids the other sources of.^iower, except water 
power, IS also not very favourable. At piesent -wsater is the 
most promising source' of power in India. The Goknk mills 
situated near the Gokak Falls m the Bouthern Afaratha coun- 
try (Bombay) weie tlie pioneers m the use of hydro-electric 
power In lecent times considerable attention ha's been paid 
to large hydro-eleclnc power schemes, e.g. on the Cauveiv 
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liver at Sivasamudianij for suppl}'mg powei to the Kolar 
gold fields (1903), on the nvei Jhelum m Kashmir, and at 
the Tata hydio-electric works in the Westein Ghats in the 
Bombay Piesidency (1915). The three Tata hydio-electric 
schemes mark a big step forward in the industrial develop- 
ment of India. These schemes, which have a combined nor- 
mal capacity of 246,000 hoise-power, piovide electiical energy 
, for the great industrial city of Bomba}^ Bombay suburbs, 
Thana, Kalyan and greater Poona, thus enabling them to 
overcome the handicap imposed by the absence of coal in their 
vicinity. Another important hydro-electric venture is the 
Mandi scheme in the Punjab, which aiea also suffers from a 
deficiency of coal. This scheme, which came into operation 
in 1933, when completed is expected to supply power to a 
very large number of industiial centies, including distant 
places like Dellii. In Madras, the Pykara hydro-electric 
scheme, started m 1929, is now m opeiation The Mettur 
hydro-electric scheme which is combined with the famous' 
Mettur irrigation project came into operation in 1933. The 
hfadras Government in 1938 sanctioned the Papanasam hydio- 
electriQ-' scheme Other interesting piojects aie the Ganges 
Canal hydio-electric grid project, -the new powei -stations at 
the Shimsa and Jog Falls in Mysore State, and several hydro- 
electric schemes undertaken by Hyderabad State In accord- 
ance with the recommendations of the Industrial Commission, 
the Government of India undertook in 1918 a comprehensive 
hydio-electric survey of India which has revealed various in- 
tejesting possibilities, especially in connexion with the Hima- 
layan watersheds and rivers 

The foregoing survey reveals the iich and vaiied character 
of India’s, natural resources. It is a commonplace remark 
that while nature has showeied her bounties on the country 
with a liberal hand, man in India has failed to profit ade- 
quately by them, so that the contrast between the bounties 
of nature and the^ poverty of man is very striking. 


POPUL'VTION 

^14. Total population. — The total population of India (includ- 
ing Burma) according to the census of 1941 is 388,800,000, 
British teiritoiy containing 296,000,000 and Indian States 
93,000,000 With an area of about half that of the United 
States, India has a population almost thiee times as large. 

§16 'Population and density by provinces and States . — We 
have already discussed the general factors which influence the 
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§10. Factors determining density of population. — Tim average 
density of pojnilalion in Iiulia I's .1,95 jjouons per snuaLO mile. 
The -density vanes from tiael to tract Irom 0-5 (mean density) 
m Lalucliistan ^ 4,000 m the rural parrs of the .s'OuUi-we* 3 t 
coast (see Map nO. In most parts of India (he highest den- 

inches of annual 

o'ipnnv IT. '1 been possible to remedy defi- 

rSoln • f But taking the country as 

deiitv \ f negligible part in determining 

tlm smfaop is configination. mere 

eultivstS ^p l/ f Js level, everj- inch of land may be 
If Ihe\mfa^^ "" can be hiaintauied. 

is diffieM ^■'^IJcvs. cultivation 

SOI? J ? nature of the 

f^ictor. Tracts most fav- 
configuration and soil 
lly develop the highest density, as m tlie case of Bengal 

’ See Part 1, ch vi, §7. 
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and the United Provmces with their vast stretches of level 
.and rich soil and adequate rainfall Sometimes a paiticularly 
unfavourable climate cancels all othei advantages and we get 
low density as in Assam. 

§17. Occupational distribution.*— About 70% of the people 
of India obtain their livehhood from agncultuie and allied 
occupations Industries support about 10% of the population, ’ 
_ ^ut the bulk of these aie engaged m iinorqanized industries 
connected with the sujiply of -peisonal and household neces- 
sities and the simple implements of work. Organized indiisines 
occupy only about 1‘5% of the people Trade and tiansport 
absorb about 8%; and admmistiation and protection of the 
countiy about 1'5%. These figmes aie sufficient to illustrate 

■ the usual statement that agiiculture forms almost the sole 
occupation of the people of India 

§'18. Towns and villages.* — The mass of the Indian people 
being agriculturists, it is natural that we should find a great 
predominance of villages over towns A bare 11% of the 
Indian population are tovm-dwellers (a town being taken to 
mean a place inhabited by not less than 5,000 persons, or 
possessing some form of municipal self-government). Theie 
aie only 2,575 towns as compared to nearly seven lakhs of 
villages ■ In England the proportion of the town-dwellmg to 
the total population is 80%; in the United States, 56%; in 
Erance, 49%‘; and in Germany, 46%. 

The present excessively uneven distribution of the people 
. between town and couiitij’^, with only a negligible pioportion 

■ living m towns, is an index of geneial backwardness. Civili- 
zation and progress have always origmated in towns and 
radiated from them into the countryside. A greater develop- 
ment of modem industiies would bring about an increase of 
the town population, and the country would pi ogress more 
rapidly not only in an economic sense but also cultuially. 

§19. Sex-distribution. — Another characteiistic of the Indian 
population is that males outnumber females, there being 940 
females for every 1,000 males (according to the census of 1933) 
in spite of the fact that females, aic constitutionally stronger. ‘ 
The explanation is that in India the mortality among^ females 

is higher, and tins is usually atfnbuted to early marriage and 
excessive child-bearing combined with unsldlful midwiferj^. 

§20. Productive or working' population. — The commonly ac- 
‘ cepted limits for the pioduchve or the working population are 

I ‘ Detailed figures according to the census ol India (19 Jl) arc not so far avaii- 
;■ able 
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botwcoii llio !igcs of 15 and GO in Euiope. In India, as old 
ago and incapacity for wotk appear cailier, the limits are 16 
to 40 On this basis the tcorhiug population in India is 40%' 
<)f tlio total, as against 00% in England and 63% in France. 
§21. Birlb-ratc and death-rate. — -’Vho Indian bnth-raie and 
death-rate aic among the highest in the woild (about. 35 per 
thousand and 25 per thousand respectively), A high and nn- 
rdu'ckotl biitii-ialc is usually associated with ft high donth- 
latc In FiUtopean countries generally there is a stiildng 
(cndcnci fui both biith-rale and death-rate to decline. The 
hiith-iate IS declining becansc people inairy late and regulate 
the si/c of flioir families. The children, being fewer, can 
he lieiter looked after and theiefore a large proportion giow 
up lo manhood In India the death-iate m general is very 
high owing to the povertj and the low vitality of the people, 
and it IS paiticularly high among infants and females. Early 
uianiages are an impoitant contiihuting factor because they 
sap the vitality of the mother, and the child i.s consequently 
weak and liable easily to succumb to an ailment. Insanitary 
habits, ignoiaiicc of lieallh laws, and unsldlfiil midwifery' make 
mnttcis worse 

§22 Population problem in India. — ^Between 1931 and 3941 
the Indian population incieasccl fiom about 338 to about 389 
millions, 1 e by about 1.5% The ineronsc of iieaily, 50 mil- 
lions in ten yeais, altlioiigh not gieat in piopoition lothe total 
population, IS none the less stupendous in itself. Can India 
really suppoit a giowth of jiojiulaliou on this scale? The 
population IS not far behind that of China, so that India now 
, stands second m the list of all the countries m the world in 
the number of her inhabitants 

In Pait I, Chapter FI, §0, we have explained the term • ‘ 
'over-population’ .as population in excess of the optiipum , 
thou gh ofj:^nrse nobody ca n nrc toi(r7Qlje ~ajBle~tQ say exactl .v 
wbat^the optimum^ w'ould be under a'^^ven set of c ircurp- 
^ canribtrsay'wdial "Fgufe^'cofiespbnds exactly 
to the optimum population, we also cannot pronounce a defi- 
nite opinion as to whether the actual size of the population 
in India is or is not in excess of the optimum. But though 
an exact statement is impossible we can make a reasonably 
sound guess on broad general grounds. " , 

if rn-any country (rh there ar e no_c nnsiderab Ie nr eventrv e i 
(I ^peks to thc _^ras£.th oT lromil ataon , (ii) rf further there are 
I of ^ ly sirdden a.ncl..extia&cdmanrec5nTTnrT^ 

j, iQDBiengg^ p ositive cliedEFa reriyiTfilRtin'-nlilY ' a 

I ^her e is a ve ry. heavy death-rafe,” particularly 
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^nfaniile deatli-rate), may justifiably ^conclude . that the 
fcQun fa-y in .question is JufeiiSg from over-population. 
sBaH considei__the position in India "along the'se lines, n , 
That there are no important' preventive checks in operatii^^ 
in this country can be easily proved. In India practically 
-e verybody marrie s, a^ marries as early aFpb^sible.^ Eehgioh i 
- eMoinrages maiTiage. To avoid’social^bloquy most girls must 
m^y_ before puberty. 7Mong'^ Mbhamine'dans''also early” 

I marriagelis, equally common. The'joihtifamily 6ystein~encqin-“ 
pges early mamage _because_it is juqt "necessary tha^everybody 
•syh'p“jh'3rrJes 'should jba able. to eain Ins Jivelihqqd.,: ’jyife~and'* 
husband can be.nupported by the other members ^of the joint^ 
family.. The very poverty of the masses makes earljy marriage 
uecessaiyTIm^Vjivife is necessary as a household _drudge .and 
often helps the husband in woik in the fields and other out- ' 

I -door .occupations.. Children may come, but the standard of 
liFe3s„so loy? that it. does not cost much to rear themr 'Many' 
■die for want of care and proper nouiishment, and"thos_e jthai 
%lrvive"'M'e compelled to work and pay their'way as soqrpas 
‘ praciicabler "In tlie'rong'fun it i§ of cours'e wasteful to 'sbcje'fy___ 
thu¥ 'to "force" children to face life without any_ jiai tioulh-'" 
ir a, fryin g" ' 'Blit' the poor man cannot afiofd^tq* lalm su,ch'jpDg_ 
news.' Heli gu j'de'd liy what'is* immedinTely advantageous,^ 
liowever slight the^adyanlage derived may^be. The upshot 
ofthe whole rnatter is that tlie check to J:hc giowth of popula- 
^oh''due~to abstention from nwriage_or its^postpohe.mept js 
practicallyTronresisteht-ih India It js therefore not surpiFs- ^^ 
iQgjthat the India n ^^2 hjghest ln the , 


jfforld 


As regards the possibilities of economic development, mucb 
0 'douBTcan-b'e fiohe^ibe way of improvementj){ ngricn!- 
ire'aSS industrialization,, iBuitU'V'en a superfim- examination 
l^r problems of agnculture will reveal the fact that there 
re' many serious difliculties and obstacles to contend agams , 
nd progress must be slow. Similarly in the field o m us rv 
re have to reckon with the fact that other nations have gone 
ir ahead of us, and it is a task of no mean difficulty to 
ompete successfully with them. Even supposing v e can shut 
ut foreign goods by tariff barriers, our progress is not hkety 
obe very rapid because there ate other impediments besides 
omign competition; our own deficiencies legardmg labour 


ud 


capital will take a long time to overcome. ^ 

; nmnuu Us will agree that the country cannot 


fost optimistic among us will -o ,,, „ 

,>Pe for anv such phenomenal ' i.ajpj, 

tncssed m England as a result of the Industual Eevolution 
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atul as would Piifficc comfoitablj- to absorb an imiestriclec 
ineiease oC population. 

As rcgard& „po-^itivc checks, ficqucni visitalions of epidemie 
likri5Iaguc~and~ influenza can-}- off large numberfe of peopli 
from time to time. 'Even otboiwise the mortalit}^ nateis one 
of the highest m the world and is paiticularly heavy amonj 
infants.' 

All the indications of a state of over-population arc tho: 
seen to be present m India, and taking into awomit tbi 
pre«ent conditions and the possibilities of economic advanct 
111 tho near future we may sat that India would be a bettei 
country for its people to h\e in, if they bred at a considerabh 
slower rate than no\y. 

A deiinito movement towaids aitificial birth-control is 
taking place in the countr}-, and enlightened public opinion 
IS making the demand that the Government should help the 
movement by inopaganda and by such measures as the estab- 
lishment of birth-control clinics where information and advice ' 
regarding methods of birth-control can' bo given to the people. 

Side by side with doUborale restriction of numbers, it is 
of the highcs|i importance that eveiy effort should be directed 
towards agricultural and industrial pi ogress and the raising 
of tho standard of living. Similarly the indirect bearing on 
the population question of public health measuies and tho 
spread of education and cultm-e to which reference was made 
in Part I, Chapter VI. should not be forgotten in considering 
the problem of population in India. 

EcoNoinc Aspects of the Socevd and Edligious 

iNSTlTWriONS . ' 

' §23. The caste system. — ^The various aspects of Indian econo- 
mic life have received their peculiar shape and mould from 
the charactoiistic social institutions of the people. 

One of these institutions is the caste system. At' one 
time perhaps tho caste system could be defended as making 
for economic shength and efficiency, being based on the prm- 
ciple of division of labour. . Also it worked Well when there 
were only a few distinct occupations, pioficiency in which, 
mainly depended upon manual dexterity, which could most 
conveniently be handed down frdni'fathei 'to son. Now with ; 
the appearance of numeious occupations, and the advent of 
machmeiy, mere manual dexterity has become comparatively, 
less important, and the caste system is more a hindiance than- 
a help It tends to prevent a man from following Ins ualumV ' 

‘ See §21. ; 
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bent in selecting bis profession, and this is undesbable from 
the individual as vpell as the social point of view. Some castes 
are regarded' as lower and some as higher. The occupations 
\ of the former tend to be looked down upon and this fosters 
\ an attitude of mind opposed to the principles that all honest 
labour is equally honourable, and that infenoiity and superior- 
ity are not questions of birth but of innate ability which is 
not the monopoly of any particular caste. The caste system 
in its present form is a source of social and political we.akness, 
and the sooner it disappears the better it will be for the nation. 
(Western education and culture should weaken the caste sys- 
tem. But there are other powerful influences — such as the 
scramble for political power ensuing from every forward step 
m political reform — which seem at present to be emphasizing 
the caste differences. 

§24. The Joint-family system. — The joint-family system is 
another characteristic of Indian society. The jomt family 
has of course some good points. Every member of the family 
' IS looked after. Widows and orphans find a natural shelter 
in the family. In these circumstances the State is required 
to do less than in the West for those who are helpless. When 
a large number of people live together as they do in a joint 
family, there is a saving in household expenses. In many 
ways the jomt family 'at its best fosters the virtues of self- 
discipline, sacrifice, obedience and reverence. But the ^eat 
objection under modern conditions to the joint family is that 
it stifles individual imtiative and encourages drones lackmg 
in the sense of self-respect and responsibility. At present, 
owing to the fact that individuals have very often to leave 
the family fold in search of a livelihood and owing -to the grow-, 
mg influence of Western individualism, the joint-family system 
IS gradually breakmg up. 

§25. Indian laws of inheritance and snocession.— The Indian 
laws regulating inheritance and succession present a great 
contrast to the, English law. In India landed property is 
distributed among a number of heirs. In England, owing 
to the system of primogeniture, land is concentrated m the 
hands of a few people., A' wide diffusion of property and 
wealth appears to be moie in consonance with ideas of social 
equity than its concentr/ition. But in India the prmciple 
of equal distribution of wealth is seen to lead to such evils 
as the excessive subdivision and fragmentation of land. It 
is also commonly regarded as discouraging large-scale enter- 
prise by preventing the accumulation of much capital in the 
hands of a few persons. . , . ^ 
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§20. Religion and econonilw in India. — ^3t 15 ofien saggested 
that our p?e?cnt economic badv^vardno<is is duo to our other- 
workliy rehgwH and the fataU'-itic ovitlook whici) it engenders. 
We aie ro inucii engrossed tvilh iho sah'ation of our soul after 
death that \ee neglect to inakc tlie best of our life on this 
planet It cun, howevav, be easily proved that Christianity 
also IS oihcr-u'orldly m the sense that IIindui=m and Islam 
me othcr-norldly and yet it has not prevented the progress 
of the Christian nations in ibe arts of material civilization. 
We must fiuther remember that in the past the Indian people 
have figaced in liistocy us great empire-builders, conquerors 
.and coionizers. Their acbicveincnts in the sphere of the posi- 
tive sciences like mathematics and astronomy have also been 
far from negligible, and the products of the Indian craftsman 
had at onc'^iimc ^YOr^d-widc fame and circulation. All this 
would not hare been possible if it bad been true that Indian 
.spirituality* bad paralysed economic and other secular activity. 
Turning to present-day conditions, some of the commumtics 
(like the Maru'aris, Jains, Bbatias, Khojas, Momons and 
Bohras), which have taken the most active part in the new 
commercial and industrial life of the country and shown the 
greatest enterprise, are among the most orthodox and the lease 
touched by modern scepticism and frce-tbinlcing. 

The truth of the matter is that the economic motive is 
quite as powerful in India as in the West. The spirit of 
fatalistic resignation which ig holding it in check is due to 
historical and political causes and has very little to do with 
the teachings of religion. People necessarily become fatalistic 
when political ‘and other coridifion.s are such that nobody can 
be certain of reaping the fruits of bis labour. When condi- 
tions become more settled and satisfactory the natural impulse 
of man’ to create and enjoy the good things of life asserts itself. 
If religion seems to discourage this impulse it is itself changed 
by the process of re-interpretation — by reading new meanings 
into old texts. This is what has happened in Europe and 
this is also what is happening in India. Are not many thought- 
ful Hindus discovering that some of the characteristic doc- 
trines of Hinduism, like the harma doctrine, do not inculcate 
renunciation but, on the contrary, favour energetic endeavour? 
Are not some Moslems similarly discovering that, the Koran 
does not really foibid the taking of reasonable interest on 
money lent?. 

In short it is wrong to single out religion as a special influ- 
ence in India making for apathy and indifference to material 
progress. Other influences such as political anarchy have 



ncsoaEOEs and population '21 

played a far moie important part in creating such an attitude 
Calamities like famines, and diseases like malaria and hook- 
worm, which lead to low vitality, must also be held largely 
responsible for the chronic apathy and pesSunism of the people. 
Now that peace has been established and we are leainmg 
more and more how to control disasters like famines and to 
check the ravages of disease, a more hopeful outlook on life 
is becoming possible. 

SDMMAEY 

Bv 'Indian economics' wo mean the study of present economic conditions 
If the study is to be intelbgent, it must of courso invoke the aid of general 
principles of economics 

Eoonoino Geoqewht 

India lit a toorii? in tlsclf with an area of 1'57 million square miles and 
having a population of 3S9 miUions. She has extensive land frontiers and a 
long coastline. Her natural boundaries — ^the mountain ranges in tho north and 
Iho two great arms of tho Indian ocean in tho south — stand out prommently. 

India enjoys a -favourable geographtcal location as regards the rest of the ' 
world and commands trade routes m all directions She suffers, however, from 
a defioieney of natural harbours A vigorous policy of harbour development, 
inolnding tho revival of old. neglected ports, is desirable 

The shipping position in India is very nnsatisfnctory and there is a great 
need for building up an Indian mercantile marine. 

Inland means of transport are m a better condition. A network of rail- 
ways and roads connects the ports with the inland trade centres, and there 
are navigable rivers like the Indus and Ganges in Northern India 'Eural 
transport is however, m a backward condition, and more feeder roads and 
railways are needed Means of communication like the post and telegraph 
aro fairly widespread Tho telephone is restricted to large towns, and wire- 
less has only just begun With the spread of improved means of transport 
and communication tho economic isolation of the rural areas is disappearing 
and the whole country is tending to become one economic unit, which m its 
turn 18 linked with the rest of the world. 

India falls into three well-marled divisions - 

(i) The peninsula, lying south of tho Vindhyas and flanked by the coast 
ranges known as the Western and Eastern Ghats, is triangular in shape with 
Cape Comorin as its apex. The peninsula is not so well served by rivers ns 
Kotfhern India Its principal products are millets, nee, oil-seeds, cotton, 
sugarcane, tea, coffee and spices. , 

' (li) The Indo-Gangetic plain lying between the peninsula and the Hima- 
layas, being traversed by the Indus and Ganges river systems is very fertile 
and supports a dense population. Its rivers are percnmal and navigable. 

The Gangetic plain produces wheat, barley, millets, sugarcane, oil-seeds, j'ute, 
indigo and opium. 

(ill) The Himalayan mountaiii range of the north, which dominates the 
Indo-Gangetic plain, constitutes an impregnable l)arrier-and''exerc{ses a deci- , 
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fine infliicneo oh ocnnoniic in raiynt p! chinntp, ntiufiiJI, 

and forc-t rc'-.ourcfi?. 

T/ie Indian cbma!/: in m‘mi-!ro[i!cal, Thn varHitkiiis in tempi'raUire fire 
modi rate m tfio jionmoiili. lo t!ie north hoir^cr tUfira arc extreme’! of heat 
and ruld. There are threr t-tafi.n} in Jadi.t; n trio! dry reamn (v.ji)lef5, » 
net Eii’trj ••s." on and n ho! drj i in'- on. 

The Tatnjan -ho'ivi (,tn! mj rft-ntiona from one part of the erwntty lo 
njo'her n.id i, tei'-onnl in na charKolcr. JnJia Ina Iv.o monrAOBa, the ronUi- 
nest won^vii, .'hich f’ltr? iViy; of the r.-’infalj lo the oonairj, and the north- 
easl t'lonwQ, ttjiicli acco'mta for the renawwb' I<t%, The former, '•vhicli 
la-tc from .fiinc fo feepicinher, i“ of "rc.iicr iiiiportanto to the AVe'Icrn Ghnt= 
arer and fforfiiorn Imlia, nhile f!ie latter, v/lifch vntife India from Ooiober 
to Divcminr, pic< a eocul dral of rnin lo north and rpnjh Madras linwlall 
'•iffllh afficfs rronomic life in India Crrlniri rrgionr lil.o the stern 
Ghatc and Airnin are assured of pfcntifnl rain Other parte !tko the Bombay 
Oecean and Udntpiir arc le<s lorininfe, iihilc ■‘till othm lif.c Tipper Sind 
are almost reiiiJesa 

In Jinn milf fall into three clnsi^ca: fi) IThe alluvial tracts, ns in the 
Indo-GaiigcUc plain, arc very fertile end gron ino't of the erops; (if) IThc 
Decean trap, ns in the. Borahay IVcsidtnry r.tid parts of the Central Pro- 
vinces and Berar, lucludcg the black cotton soil smtab'c for cotton and jotvar; 
and (ill) Ctystailinc soils, as in Madras and Afirorc, are coropnrativoly 
inferior, though certain varieties are verj- fertile. 

India’s wncral iseallh covers n wide range, including coal, iron, mon- 
gaueso, gold, petroleum, saltpetre and salt The mineral dejwsits are not 
yet fully exploited. They arc sufficient to maintain most of (he key indus- 
tries and ore proving lo ho vniuablo during the present war.' 

Coal, iron ore and oil are perhaps the most rniporimt minerals in modem 
industrial life Indian coal is tincrcniy distributed, the doficjency being 
specially marked in tbe peninsula. Tliere are neb iron ore deposits in Bihar 
and Orissa, and the iron and steel industry line a bright future before it 
The principal otlftcldg he in Assam. The JiCTiy increase m infernal demand 
necessitates largo imports of petroleum and petrol, especially from Burma. 

Another important mineral is salt, which has four main sources, pc.a salt, 
rock salt, brine salt and salt brine Three-fourths of tho salt consumed is 
produced in tho counhy itself. In respect of salt, India may be expected 
in tbe Jotnro to become largely Eclf-sufficlng owing to the protection given 
to the 'Indian industry 

India’s ecgelahle resources arc rich and varied She produces food grains 
(rice, wheat, millets, etc), spices, sugarcane, lea, coffee, oil-seeds, cotton, 
jute', india-rubber, etc 

The forest Tcroiirces are a great national asset, the forest area accounting 
for one-fiftb of-tbe total area. The mam forest products are timber, firewood, 
bamboos, lac and tanning materials. Since 1861 the' Forest Bepartraoni; 
has been 10360 respoDSible for the conservation of Jorests which fall into 
three classes (i) Eeserved, (ii) Protected, and (lu) fjiiolassed Tho Forest 
Eesearch Institute at Debra Dan is doing useful research work. 

Animals, espcciallj- domestic animals iito cows, buffaloes, bullocks, goats 
and sheep, play a valuable part in the economy of an agncnllural- country 
like India 
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Altliovgh several sources oj fioictff sucb fl=i coalj wood luel, oil and 
alcohol, cxiFt, the greaicat promise is held out by hydro-elec! rtc power scheniest 
eel era! of which are already m operation m the ’'i^'esterp Ghats, Mysore, 
the Punjab and Madras. 

The natural resources of India arc considerable Much, however, remains 
to be dono before they can be said to have been properly developed 


PopcnmoJf 

The total population of India is 3SS8 (Itlll) The average density of 
India is 103 persons per square mile. It is wore in some provinces, less 
in others, depending on rainfall, irrigation, configuration, soil, etc 

About 70% of the people are directly or indirectly occupied m agnciiU 
lural pursuits and only about 10% m industry Organized industries occupy 
only 1-S%, As a corollary of tins uc find that only 11% of the people live 
m toiens and the rest in rural areas Such a distribution of population indi- 
cates economic bachuardness and is unfavourable to general progress 

There are more males than females because of the greater mortality among 
femates- The prodtielitc or tcorf.inp port of the population may be put at 
•10% I 

India has a lery high Urth-rate with its usual concomitant of a very high 
death-rate. The death-rate is particularly high among women of reproductive 
ago and among children. 

Between 1051 and 1941 the population increased Inj nearly 50 millions 
No prei entire cliechs being m operation, and economic development in 
proportion to an unchecked grouth of popiilatioh being nnlitely, deliberate 
restriction of numbers would be desirable Strenuous efforts to expedite all- 
round economic progress, to raise the standard of public health and of educa- 
tion are equally necessary. In an indirect manner they are calculated to 
facilitate the solution of the problem) of over-population , 

Social and Eeligious Ikstitiotons 

The caste system is a prominent feature of Indian society It may ha\e 
been useful at one time, but it is now an anachronism and a source of 
weakness 

A similar statement can be made about the joint-family system, which 
runs contrary to the spirit of modern times and which on the whole serves 
to weaken the mccntive' for economic effort. 

The Indian laws governing inlienfance and succession make for a ivide 
diffusion of wealth. On the other hand, they lead to excessive subdivision 
of land and prevent large accumulations of capital 

Indian spiriluahUj and other-ioorldlmess are often cited as causes of 
India's economic backwardness Tins is however not altogether a correct 
view. If the principal rehgions of India are other-worldly, this is also true 
of Christianity as professed by advanced ‘Western peoples. But Western 
peoples are progressive whereas the Indians are comparatively apathetic and 
pessimistic This difference m attitude is more duo to such factors the 
troubled political past of India and the excessive susceptibility to diseases and 
■visitations of nature, than to the influence of the dominant rehgions of India. 



ECONOMIC TRANSITION IN INDIA 

§1. Economic transition in India. — Wc’ Imve already dealt 
^vith the ^'oiici-al atage? of economic development and with 
tlic bocusl and economic effects of the Industrial llevolution 
m England ^ We slmll now attempt a 'brief sun’cy of the 
fundamental changes m the economic structmo and organiza- 
tion which have transformed conditions of life and labour in 
India during the last bundled j’cars. Although the fotces 
m opciation have been paitly those implied by the phnise 
‘Industrial Revolution', the changes have not been so com- 
plete and revolutionary in their character ns m the case of 
England. The old oidcr of things has not yet altogether lost 
its vitality, especially in the lural areas. ‘Economic Tran- 
sition’ is therefore a more appropriate phrase than ‘Industrial 
Revolution’ for dcscnbing the changes in the economic struc- 
ture of India. We have the,. old and the new economic order 
existing side by side ni India. 

§2. Characteristics of the old economic order. — Monson 
divides the countries of the world into two broad categories, 
namely (i) those belonging to the old economic order, that 
have iiot yet passed through 'their industrial revolution (e.g., 
India, Egypt and some countaies of eastern Europe), and 
(n) those belonging to the new economic type, that have 
accomplished then- industrial revolution (eg., England, Ger- 
many and the U.S.A.). 

(i) The characteristics of the countries belonging to the 
old economic order are as follows ; (a) The predominance of 
custom and status over competition and contract ; (b) The iso-* 
lation and economic self-sutSciency of the village commum>- 
ties, piimarily on account of defective tiansport and com- 
munication; (c) The predominance of agriculture over other 
occupations and the' consequent preponderance of the ruial 

, oyer the urban population; (d) Simple and rudimentary divi- 
sion of labour owing to the narrow size of the marhet; (c) 
Small-scale industry of the handicraft and cottage mdustr3'^ 
type; (/) Absence of money economy and the prevalence of 
barter; (g) Undeveloped credit and the prevalence of usuiy. 

(ii) In contrast with these are the following character- 
istics of the countries belonging to the new economic order ■ 
(o) Ereedom of contract and free play of competition; 

• Part I, ch. ii, §§11-16. 


/ ECOJfOM 10 TRANSITION IN INDIA. 25 

Close interdependence between the different parts of the in- 
dustrial world, made possible by highly developed transport 
and communication; (c) Importance of manufactures and com- 
merce and the predominance of the urban over the agricultural 
populatiqff; (d) Advanced division of labour facilitated by the 
growing extent of the market and use of macbmery; (e) Large- 
scale industry requiring huge capital outlay and the concentra- 
tion of labour m large factories and industrial towns; (/) 
Prevalence of money economy as opposed to barter; (p) Deve- 
lopment of credit and banking and the absence of usury. 

The above is not a hard and fast classification, and most 
of the countries m the first category are showing a tendency 
to pass mto the second one, and m some of them, as m 
India, the change is already plainly visible. India is now 
in a state of economic transition and exhibits in varying 
degrees characteristics appertaining to both types of countries. 
The trend of development is, however, towards a growing 
predominance of the second type. 

The old economic organization in India: the village. — 
India in the past was mainly a land of villages and she still 
IS today. The isolated and self-sufficient village was the unit 
of the old Indian economy. The typical Indian village is an 
aggregate of cultivated holdings with or without some waste 
area attached, and usually it has a central site where the 
dwelling-houses are congregated, with the lands of the village 
spreading out in a senes of concentric ciicles. The village 
often has a grove, and some kind of public office where the 
•village officers keep their books and conduct their business. 

There are two mam types of milage constitution m India 
the ryotwan or severalty village, and the joint or landlord 
village. In the former, land is held separately by each .culti- 
vator, who pays his land revenue direct to the Government 
(as, e.g., m Bombay, Madras and Berar). In the second 
type, winch prevails in the United Piovinces and the Punjab, 
the land in the village may be owned by a single individual 
landlord or a body of co-sharers who aie lointly responsible 
for the payment of land revenue ^ 

Whatever the type, each village was in the past an entirely 
self-sufficing unit containing within its bounds all the laboui , 
capital and skill necessary for its agricultural and industrial 
activities. The inhabitants of the village fall mto three’ groups : 

(i) The agriculturists — ^who may be dmded into the 
land-owning and the tenant classes — form the bulk of the 


* See also ch in, §33 
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Milage populfttion. Tjnnd hoUbngs flro us uall y .small niid aso 
cjiUiwidiid bv the fmmcis \yith thc,liel|xof.rn«nbeJ 5 oTtlic-jr. 
fanijJios '^K'\ undortako (he rishr., provide their own capital 
fir boTnnv it tioni (he village inoncj-lcnder, and occasionally 
e\eiiangf> then produce in the neatest market for palt^ and 
other siuail noeei^siines and liisnije-> which me not available 
ill the tillage Itself. 

(u) 'JJicjCilhifjcjjJjicen . — Efleli village has its own officers, 
and (he Milage tva'.-, nnef to this tiny romunin, the unit of 
adiiuiu-^uafjon in India. Tlic pnncijial village officer is the 
iu.uimau — th e pat el oi lainhaular— v.ho is a hereditary officer 
ic'.ponsihlc for t ho peace and order of the villagro and the 
colkction of rovenue_ Ue holds a ])lot of land called U'oion 
landTiq icinunoration for his service's. Then theie is the village 
accouiitiint or pciibe — styled the kulkaini (lahili) or PatW iiiJp-' 
who keeps the village records and accovuits. 'I'here isttlsa a 
tvafehman or _cllQjy|yclar_ who has to leport ciiine, arrest 
o/Ieiuleis, and help the police. La.stly, there is the village 
messenger. IMost s'lllnges had in the old days their 

bodies of village ciders who settled disputes and 
generally held the village community together. 

(in) The t i/fage artis ans .- — Each Milage possesses its com- 
plement o7 'arHsahs — a carpent pr.^ji blacksmith, ji 
cobbler, a TQoncy-londer~Cwho is generally also a wholesale 
graimdeineTlVh' g'oldsmithjjan pihnan , _etc. The artisans are 
the hereditary serv-anls of the villageT "They are given houses 
m the Milage and ate rewarded hv- a regular annual remu- 
neration of peivice, land, or grain. Since the market foi the 
goods produced by the artisans is hmited ihete is an imperfect 
division of labour, and rural industry is of a veiy primitive type. 
§4. Life in the old village, — ^Each Milage was almost self ? 
, snpporlm g 'and independent excepting in the matter~c>i‘ ialfc 
and a few~otlfer Tuxuries purchased at the village fair or 
brought m by the lainans (caravans). ' The village was forced 
to be seif-siipportingf as it was cut off from contact with the 
outside world, and exchanges were, confined to those things 
which could be earned by men and pack-animals. Good roads 
(with the exception of the Mogul military roads) hardly exist- 
ed. There were only a few natural waterways like the Indus 
and the Ganges, and internal trade in consequence remained 
undeveloped. Bach village wag, therefore, compelled to make 
.its own arrangements to satisfy all its requirements. It led 
a smooth economic life m normal times, but in times of 
famine it inevitably suffered acute distress. 

' ' See cb ^^)l, |6 
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Another feature of village life was the -rare use o; ,.vv,,vv.,, 
most of the exchanges being m'Mnd Grain " being umv^- 
sally desired it was the standard of value. The rate at which 
payments to village artisans were made was determined by 
a complicated but well-understood set of village customs In 
fact, custom rather than competition was the principal legu- 
lator of all the economic relations. Laboni was l^nnwhiie 
owing to the influence exercised by the joint family, the 
caste system and the general conservatism of the village 
people. There was a stronger ^ense^^tmiy and soh darit 'ii 
, J|j2lhJ101?_^3:i^ts. T’oT'insEahce,' village tanks, temples and 
roads were kept in lepair by commu nal lab our, j e. fiee labour 
• supplied by the villagers themselves" The weakening of this 
corporate life is one of the most disquieting features of village 
life today. 

Custom and status held sway over the nllagers’ lives 
Custom (ile conventions based on habit) , which was opposed 
to change of any kind, determined lent, wages and prices 
under the old economic order m India Birth m a particular 
caste and family determined once for all the status, of the 
individual in society and deprived him of freedom of contraqt. 
§5. The village in. transition. — ^The organization of the village 
' community and its economic life are undergoing a change 
as a result of the new forces called into existence by admini- 
' strative centralization, the growth of individualism due to the 
impact of Western cmiization, and the revolution in tianspoit 
and communications. Modern administrative centralization 
of revenue, police and justice has led to the weakening of 
the old village autonomy ; the influence of Western individua- 
lism has brought about the disintegration of the old corpoxate 
feeling m the Indian village-, and the revolution in transport 
hdue to the construction of a network of railways and roads 
^^nd the introduction of the motor -bus has broken down the 
'isolation of the village 

^ The principal features of the village tn transition may now 
'K.oe briefly indicated, , 

In the first the old self-siiffiGiency 

.AJm s brok en dmon. Theviilage~now buys fromoffisideTcIoth, 
^kerosene oilTaluminium ware, sugar, tea, matches, umbrellas, 
^scissors, bangles, sewing machines, etc In its tuin the village 
wflow grows various products for the market, and exchang es 
ybvith the outside world are now becoming more cbaracteiisnc 
^ of the village than self-sufficiency. 

The nature of the famine calamity has also been trans- 
formed with the possibility of importing food from distant , 
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places Pormctly, famine's were those of food ns v/eli as of 
money. TJieso Jmvc been icplaccd by famines of money, i.e. 
a famine nowadays means liigh prices (scarcity prices) and 
temporary un£nipIoyracnt_ in i oral areas, and not slarvalion.^ 
Ahliougii thcio maylic no food in a paificular rillagc m a 
given year, tins deficiency can ordinarily be made good by 
transpoiting it from other ureas. 

Darter Jias Qtven v)qy io^moncy economy thanks to the 
glowing frequency of exchanges wilh nie"<fiitsitlo w'orld, and 
the 1 omittances of those who go outside the village for employ- 
ment. Laud revenue and other taxc.s, rents, interest on loans 
and wages arc now largely paid m ca"?!!. The old customary 
payments m gram for services rendered by artisans, etc. still 
continue to some extent, bnt their importance has greatly 
lessened. 

Thevttlaj[c^ pcoy lc arc notojess stationary anj3_often migrate 
to towns’to supplement their incomqs^_ The mobilHy^ js_^ie 
to ecohurmc' necessity and has_bcen facTlHafcd by improved 
means of transport. - - • ' ' - ' " - , 

Custom and status are gradually being supplanted by coin- 
•pclition and cojitract. The institutions of caste and the joint- 
family system have w’cakened to some extent. Bents, prices 
and wages are coming more and more under the influence of 
competition. Keen competition among tenants for land has 
necessitated tenancy legislation to piotect their interests. 
This change has been quickened by the spread of Western 
civilization, the gi'owing use of money and the development 
of communications. 

§6. Tr ansitio n in agriculture and village crafts.--(i) Agricul- 
ture has bren commercialized and the village has been linked 
with the whole country. Even world markets are now’ acces- 
sible to the Indian farmer for agricultural produce such as 
cotton, jute, oil-seeds, wheat and rice. The opening of the 
Suez Canal in 1869 has helped to establish w’orld-wide mar- 
kets for agricultural produce Another tendency is for differ- 
ent regions to specialize in different crops, e.g. Bombay in 
cotton, the Punjab in wheat, and Bengal in jute. The 
substitution of non-food crops hhe cotton and jute for food 
crops has lesulted from the commercialization of agriculture, 
and has called into existence a new complex marketing organi- 
zation at the ports and inland trading centres, controlled by 
a special class of middlemen, wholesale dealers and exporters.' 

The pressure on land has increased and land-holdings are 


* See ch. vm, §G. 
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being incTcasingly divided, though the old agricultuial prac- 
tices still continue. 

(li) The village crafts aic m a state of transition Cheap 
imports of machine-made goods, cloth, ahimmium ware and 
kerosene oil have adverse!}' affected the spinner, tlie weaver, 
the potter and the oilman. All the village aitisans are no 
longer indispensable. Some of them like the carpenter and 
goldsmith have improved their position by migrating to towns. 
Those -who have been unable to do so are pui suing their old 
occupations under increasing difficulties. Some have given up 
their hereditary occupations and joined the ranks of day 
labourers in the village itself oi have migrated to towns. Al- 
together rural industry is m a depressed condition, and the 
problem of its revival is not easy to solve. 

§7. Towns and industries in the old economic order. — ^Al- 
though the great majority of the Indian population lived in 
villages in the pre-British period, the development of towns 
ivas by no means negligible. Some of the towns, like Benares 
and ..^ahabad, were places of pilgi'image, others like Delhi, 
Lucknow, Poona and Tanjore were the seats of courts or the 
capitals of provinces. Some Iilce Mirzapur and Bangalore 
were coilimeicial centres. Town industry was more advanced 
and adopted a more minute division of labour than rural in- 
dustry. It was also well organized lito guilds of artisans. 
The use of money was more fiequent, and credit mstruments 
Jibe hundis were in common use. 

In the past, according to contemporary standards, India 
was a great industrial as well as a great agricultural country. 
Prom very ancient times the fame of her arts and crafts had 
spread far and wide. The main industiy was the textile 
‘Weaving was the national' industey and s pinning was the 
pursuir^'mfflionl’driromeh’-fE'.TiriHff The more im- 
porEaht icentfes”oFTIfe cotton industry were Dacca, Lucknow, 
Ahmedabad, Nagpm- and Madura. There were also metal 
industries, the manufacture of arms, shields, enamelled ware, 
jewellery, and gold and silver thread, stone carving, tanning 
and leather works, paper-makmg and perfumery. ^ Ship-build- 
ing was in a flourishing condition and the iron industry had 
attained a high level of progress. . , , . 

§8. Causes of the decay of old Indian industries.— The decline 
of the handicrafts may be attributed to the following causes : 
(if The disappearancj^lJheJndigeJiot^^ which 


» See eh iu, §15, cb ir, §§11-19 
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deprived several industries of the patronage of the courts and 
of the nobility. 

(ii) The. oycrafion a( adv er^Q fujciqn influences . — ^Tho 
e^tabhshniei^of British rule indirectly weakened fEe power 
of the old guilds and brought about a change in the tastes 
of the people, especially of Ihe' educated middle class, who 
adopted the standaids of the ruling race and favoured articles 
of We^tein manufacture. 

<1111 The ..pohci i o f the East jiidia^ Cgitipany and the 
Bnfish Parliamcni. — Before~Tho adoption of Brecf Trade bj' 
Great Britain about the middle of the nineteenth century, 
Indian industries were subordinated to British industries 
(under the old colonial policy) and were subjected to heavy 
tariffs m Great Britain. 

(iv) The e cnnpeUfipji oj jiiachinp-madc goods, — ^The most 
important reason for the decay of tlie old Indian industries 
wa-, the competition of ninchine-made goods imported from 
Great Britain and from otbel countries which had already 
completed their industrial revolution. The revolution in trans- 
port m India, effected by railways and roads, intensified this 
competition. 

(v) The la tss cr-fghc policy of ihc I ndian Gov crip nent , — 
Until recently (practically '^1IT^trie''ouihreair~of tE'e~’war of 
393d-lS), the policy of the Indian Government was that of 
leaving industry to its own resources. At the same time, the 
railways facilitated the imports of foreign manufactures on the 
one hand, and the -exports of raw materials and food-stuffs 
on the other hand. 

All these factors produced a far-reaching change in the 
economic life of the country. With the decay of the indi- 
genous industries there was piogi-essive ruralization, almost 
three out of every four persons coming to depend on land 
(whereas formerly pierliaps 60^ depended on land and 40%' 
on industries). ^The foroignjuide of th e countrj' expanded 
(the bulk of the'^p orts qer^ agric uIturaUpro ducTy~ini3^tli e~'-- 
bu]l k''or^ie rmpo ifeyTaahuIa chired^ and Th us there wa s , 
a^ie^ided developme nt oTlh enafenafec onQmicIlrte... 

§9 Trafisiflon in induslries.-^rProm the seventies of^the last 
century, when' the industrial -positron in India may be said 
to have been at its Idlest , theie has been a gradual and conti- 
uuOils'pirDgrdBs of inodem "organized industries of the Western 
tv’pe The way, was led by British business men and capitalists 
in the plantation industries (tea', coffee,' indigo). This served 
as a stimulus to commercial classes in India, especially in 
Bombay, which had' the honour of giving a lead in this matter 
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to other parts of India and \rmtiing for itself the position of 
the industrial capital of India. Its pimeipal industry, the 
cotton mill industry, was staited about the imddle of the 
nineteenth centmy.. At about the same tune another im- 
portant textile industiy, the jute mill industiy, was established 
round about Calcutta in Bengal, the capital and enterpiise 
being European. The industrial revolution later spread to 
the mining industrj'', and to vaiious other industiies such as 
cotton gins and presses, steel and iron, nce-huskirig and gi'ind- 
iug, and oil mills. /Progress wag at first slow^ The swadeshi 
movement (which began in 1905) and the ’wai of lOld-lS, 
gave a stimulus to industrial development./ The adoption of 
the policy of discriminate protection m 1923 has given a fur-’ 
ther incentive, although even today barely 1'd% of the popula- 
tion is engaged in^rganized industries.^ The present war 
has imparted a considemble fillip to the industrial development 
of India. 

The economic tiansitiou described above has, to some ex?, 
tent, promoted the growth of towns in India. Hallways and 
navigation, the growth of new industries {e.g. the^ rapid rise 
of Jamshedpur m Bihar due to the Tata” steel and iron indus- 
try) and administrative centralization have in general made 
for urban development, though it has been very 6low as 
compared with the rapid urbanization in Great Britain after 
her industrial revolution. Even today tliajnhan population 
is only 11% of the total population m India. The diversion 
of trade routes and the decay of handicrafts have caused the 
decline of some towns, but on the whole the forces makmg 
for their growth are asserting themselves. 

§10. . Conclusion . — ^To coDc) ndfei.Jj}.dia, is... passing tluough-ru 
^stsge 'of economio_transition. If we look at towns like Bom- 
^bay’^aSd'CalcuIta w'e fiM that they display something ap- 
proaching a full development of economic conditions as found 
m the most advanced copntnes of Europe. On the other’ 
hand, m the vast rural areas the old order, while it has been , 
shaken, still shows great vitality. The general tendency is 
towards the establishment 'of conditions similar to those pre- 
vailing in countries that have accomplished their industrial 
, revolution. Modern industrialism in India, as m other couh- 
tries, has been followed by certain evils, such as overcrowding 
, m factory towns, the decay of cottage industries, and the ex- 
ploitation of the labour of women and children. But we need 
not conclude that these evils are unavoidable It is quite 

' Por a flc^cription of eome of the more important orgaruzcil and 'cottage mdu?- 
tnes, and of the ■work of the Tariff Board, see di. it, 
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pcjbsible to (leal Avith them cirectively by Jc^gislatum and in 
other ways. 

SD.ALMAJtY 

India liai been pT.sinf’ tbroiigh a procoas of ca'iioDiic transtl.on during 
tbe iasf hundred jears, l'’iindftmcntal clmnges m her econoinic Etryctnre and 
orgamaation ha\o taken place in con-icquciice of llio advent, of the forces 
uiiplieil lu tbe term ‘Induiitrial Itcvolulson.’ The pace of this revolution has, 
honcicr, been alov. ns compared Milh that of the revolution in England. 
And India today bIiows the charnctcrKtica of countries that have not yet 
corapleled their indiistru! revolution and also of Ihoac that have completed 
It. Thus, the force of competition is making itself ftdt more and more, but 
custom IS bv no means dead. The economic isolation and Folf-aufriciency of. 
the village have been weakened but thev am not nltogcthcr things of Iho part. 
Ijargc-scato industries like the cotton mill industry have come into cxmtcnce, 
but the old village industries have not hren altogether evtingmshcd The 
use of monej is growing in frequency without however completely supplanting 
barter and jinyinonls in kind For'evaniplc, the village artisans and menials 
are «till generally paid in kind for the services rendered by them to the 
village communitv 

The general trend of events is, however, tor the newer forces incTcnsmgW 
to assert themselves 

The transition in the old self Rnflicicnt and self-governing Indian tiUarje 
has been brought about by the revolution m transport (railways, roads, motor 
iransport, telegraphs, etc.), administrative centralization, and m general by 
tbe impact of Western civilization and individualism. A^riculltite has been 
commercialized, and the farmer nov grows largely for the market and im- 
ports from outside some necessaries like cloth and oil and a few simple 
luxuries. Village induilncs have on the wlio'o been adversely afTeefed by 
the competition of maolnne-made goods and arc in a stagnant condition today. 

India in fisc past teas both a manufacturing and an agririiKural country 
she was famons lor her skill in arts and crafts, in textiles, metal work, 
carving, embroidery, iron and steel manufacture and ahipping. Various 
adverse inllncnces such as the disappearance of the old courts and their 
patronage, changes in taste, licav.y tariffs in England on Indian manufactures, 
and the latrser-faiTC and free trade policy followed until recently by the 
Indian Government brought about the decay-of many of the indigenous indus- 
tries and led to increasing rtirahzation of the country, thus adding to the 
pressure on the land. Since the seventies of the last century, there has been 
some growth of modem organized large scale industries sucii as cotton, ]UtCi 
mining, steel and iron. For a long tune this growth was slow, but owing 
to the stimulus of the war and the pobey of discriminate protection adopted . 
in 1923, more encouraging progress has been in evidence in recent years 
Industrial and commercial towns like Bombay, Calcutta. Cavvnpore and 
.lamBhcdpur are fast getting IVcsternizcd and conditions of life and labour in 
them are bemg radically transformed The vast conservative rural areas are 
however changing only very gradually and still display many features of 
the old economy. 
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AGRICULTURE 

^1. The importance of agricultnre in India. — As we have pie- 
viously stated /nearly three out of every four persons in India 
•depend upon agriculture for their livelihood. Although agri- 
culture is om principal national industry, it may be spoken 
of as one of our depressed industries copsi de ririg thel^ 
"yield^er acre^he s g iiill. scattered, un a gonomic landliold inSlir 
tSe" indebtedness 'of the neasant.^a nd th e defec^tive marketing 
^^gainzaEionT "" ' ' T" ''' 

Agriodltobal Production 

§2. Statistics of area under different crops in British India. — 

■Of the total area in British India according to village papers, 
namely 511 ‘9 million acres in 1939-40, the area under forest 
accounted for 68'11 million acres (13’3% of the total area), 
■the area not available for cultivation for 89 ‘31 million acres 
(17‘4%), other uncultivated land other than current fallows 
for 97-19 million acres (19%), fallow land for 47-33 million 
-•acres (9-3%), and the net area sown with ciops for 209-96 
-million acres (41%). The total sown area, includmg areas 
sown more than once, amounted to 244-57 million acres. Of 
this the area irrigated was 55-08 million acres. 

India has a wide range of agricultuial production, with &' 
preponderance of food over non-food crops, and a certain tend- 
■ency for non-food crops to", displace food crops. Agricultural 
production provides practically aU the food-grains consumed 
in the country, yields large quantities of raw materials hke 
■cotton, jute and oil-seeds for the piihcipal manufacturing 
industries, and is the mam source of om- export trade. There. 
iis some room for exten^vo-cultivation, .but-jouch-m ore fm_ 
mte^rve~cuIt iYaIIoIfr 

5; 3. A surYey'bf'flie principal crops of India (see Map V;.- 
(i) Fooi cro'p'i — (a) Rice is the leading ciop of India and the 
staple food of most of the people. It accounts for aboht 29% 
"pf the whole cultwated sown area. Bice is grown extensively 
in India, especially in the wet and moist regions. The prin- 
•cipal lice-grOwing provinces are Be ngal. Bihar, Orissa a nd 
Madras,, other i ice-growing provinces bemg~the 0‘hTte3~Pro- 
"v nicest the Central Pio\-inces, and Bombay. Rice is a.wintei 
crop^ being mainlj' harvested in- December and January. 
'There aie different varieties of paddy grown in different parts 
of India, and the Imperial' Couiipil of Agricultural Research 
3 
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lia‘' til iccent \eai-^ iiiten‘<iri(‘(l ren'iiich woik on nee Since 
the separation ol Hiiim.i Ttulia’'- e\.(»oils of iice have liceoine 
neelifrihle; indeed, she lias to nnpoit a considerable qiiantiti 
of nco, inostli lioin Bin mu 

dll Wliral. — Nc\t Jit mipoitanee to nce in acreage is 
wheat, whicli eo\cra alioul IJVo of tiie total cultivated area. 
It IS a rain eio]), sown from Ocloher to Deceinhei and liur- 
\ested fioni March to Mn\. Wheat n tlio staple food of tJie 
jM'ople in the Piiinal), the United Piomiicos and the Isurlh - 
West Fiontie r J*io\n iee lalsevTiuMiClt is ^punvrMmandjfor 
(.YtK)?!'; TliF' Tinnoilail wheat-prodnoin{i jiroMiiees in India 
.lie the Bini jal),, the United Pnni nees. tlie Ge ntial J’rovi iiCRS 
and iletai , ( YnitraFlndia Slates, "iBIimlJaTTTlUiar 
tlie firat tw'o aceotin{rng~foU"lTe.nir“tw'0~{lm(Ts~or”’fIIo''torriI 
aiea I'Ixpoits of Indian wheat, winch wete considerable in 
the \eais before the war of lOUl-lS have latteily been almost 
nominal owmp; to the mieeonomie cultivation ol wheat abioad 
and the ineiease in the wheat-eatiii" population in India 
it'.elf In iccenf yeais. the piowei of Indian wheal had to 
he pioteeted hy a hiph mipoit duU . as cheap foreign wheats, 
espeeiallj Australian, weie flooding the maikets. Witli the 
development of Sukkiu Banage iiiigation in Sind, and the 
now'er Ptmjah canal colonies, the aion nndei wheat is exiiected 
to e.xpand 

(c) Barley is giown chicfli in the I.'mted Piovmces and 
Bihai , and seices us food both for man and cattle 

((/) MiUcti (joicar ami bairn). — ^'I’liese two vaiieties of 
the Indian millets constitute an mi{xjrtaiit gioiip of food wops 
foi the masses in iftidras. Boinbaj , Deccan, and the adjoin- 
ing distiicts of Hyderabad. Tliec also supjily valuable foddoi 
foi the agiaciiltuial cattle. Both j'owan’ and bajra are e.xten- 
si\el\ giown, especialU in the Deccan. Baj'ra is a Ihanf ciop, 
Millie jowai lb both a kharif and a nihi^crop Exports of mil- 
lets ate mconsiderSble. 

(c) Puhes aie extensively grown througlioiit India and 
figme pioniinently in the dic'taiy of tlie peojile They aie 
chiefly giown in the United Pi evinces, the Punj'ab. Bombay, 
the Central Piovinces and Bengal Gram is the piincipal 
, pulse, and'aboiit half of it is laised in the United .Provinces*. 
The laige internal demand accounts foi the small expoits. 

(/) Fruits and vegetables, condiments and spices, etc . — 
The Indian fimt iudustiy is not well dei eloped, owing paitlv, 
to small intemal demand due to the jKwerty of the nuisses 
and paitlv to defective packing, tiansport and aiiaiketinn 
methods.' The .\gi iciiltiiral Department is now painig greatet 
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attention to these matters and notable success has been 
achieved in the Peshawar valley Condiments and spices 
such as pepper, chillies, ginger, cardamom and betelnut are 
chiefly grown in the extreme south of India, though certain 
varieties are cultivated everywhere. 

Uj) Sugar , — India was probably the original home ol 
sugarcane, and has a larger aiea under it than any other 
country. But the pool yield per acre and the laige internal 
demand, lack ot protection agamst imports (e g. fiom Java), 
and defective oiganizatiou of the Indian refined sugar industij , 
necessitated in the past laige foreign nnpoits Howevei, 

• thanks to the giant of protection since 1931-2, and the keen 
inteiest in cane leseaicli taken bj- the Impel lal Council ol 
Agricultuial Eeseaich, India’s siigai industry has made lapid 
strides and the country has become almost fully self-sufficient 
111 respect of lefined sugar; indeed in lecent yeais the sugai 
industiy has had to face ovei-pioduction and take measiiies 
thiough the Sugar Syndicate to restrict its output. The bulk 
of the sugarcane is at piesent used for manufactunng gur or 
gul (umefined countiv sugar). The chief cane-growing pro- 
vinces aie the Jlmj ecl Pioviuces, the Punjab, Bili any- Prissa,^ 
■ Madias and Bombay. 

"^[uf Non-jodTTfofs. — (a) Oil-seeds — India glows a vaiietj 
of oil-seeds, such as linseed, sesamum, lape and mustaid. 
gioundnut. coconut, castor, cotton-seed, mowra, nigei, coii- 
aiider, cummin, ajwan and hardi. Oil-seeds aie an important 
gioup ot crops and account foi nearly 7% of the total ciopped 
area. A large quantity is exported annually, although increased 
competition m foieign markets has adversely affected the 
exports in the post-vrai period. It is felt that India has not 
vet leaint to make the best use of her oil-seed lesouices, 
though attempts have.been made to develop a local oil-crushing 
industry. Gioundnut is the most impoitant of the oil-seeds 
The chief oil-seed-growing provinces aie the United Provinces, 
the Central Provmces, Biliai, Orissa, Bombay, the Punjab 
and' Madras. 

(b) Fibres, such as cotton and jute, constitute an impoi- 
tant gioup of crops 

Cotton 16 the leading fibre crop There is a considerable 
aiea under cotton, giown mainly in Bombay, the Centia l 
Piovmces, Berai , Hyderabad, the Punjab, Central India Statg s- 
aji d Madj as. As a cotton -producing counlrvTnduTranETn^t 
to~the' United States pf Araeiica. Indian cotton is mostly 
short-staple, and is not suited foi the mahufactuie of cloth . 
of higher counts, such as that produced^by Lancashiie mills •’ 
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Egvptian and Ainenean coKon arc Bupcrior tn Indian colton 
in fins respect. The Agricultural Department is doing a great 
deal to jiTiprovo indigenous varieties and to encourage the 
cnltnation of su{«rior (i.o. American) varieties in India (e.g. 
in Sind). Attempts are also being made to increase the yield 
pel acre Tliere is a huge export tnidc in raw cotton, about 
00% of the crop being sent out m normal yeans. Japan and 
Cbiii.a .md, to some extent, the continental countries of 
Europe ,iio the buyers of Indian cotton. The conditions 
created In the present war have resulted in the loss of the 
continental and .Japanese markets for Indian cotton The 
glower of shoit- and fair-staple cotton has, jn consequence, 
been advcrcclv affected, and a campaign to sub-stitute such 
cotton by food crops is now (1042) in full swing in the coun- 
try. Bcfoie the pre.senl war there was a considerable increase 
in the consumption of Indian cotton in Lancashire mills, and 
this tendency is expected to bo sticngthcncd with the increased 
supply of long-staple colton m Sind. The Indian Central 
Cotton Comnnitee, which was cst.ablished in 1923 to ensure 
a closer touch betw'ecn the Agricultural Department and the 
cotton trade, has done a great deal to carry out improvements 
and to promote suitable legislation. The East India Cotton 
Trade Association was formed in 1922 for the improvement 
of the cotton trade 

India is the world's sole producer of jute. The cultiva- 
tion is restricted to the Ganges-Brahmaputra delta in Bengal, 
•Assam, Bihar and Orissa. The soil here is enriched by 
alluvial deposits suited to grow this exhausting crop without 
anj' expenditure on manure. The exports both of raw jute 
and of jute manufactures are a leading item in our expoit 
trade, of equal'imporfance to colton. The jute industry was 
in a depressed condition owing to the severe slump in prices 
and the geneial trade depression, and the acreage under j'ute 
was considerably curtailed. Owing to.fluctuations in the price 
of raw jute and the demand for it during the present war, the 
Government of Bengal has recently (1941) adopted a policy 
of compulsory curtailment of the area under jute. - 

(c) Indigo has had a highly chequered' history. Until 
. the competition of cheap German synthetic dyes began, the 
Indian indigo industry was in a flourishing condition, and 
was responsible up to 1907-8 for more than half the value of 
dyeing and tanning materials exported. Since then both the , 
expoits and the area under "cultivation have seriously dwin- - 
died, and the future of the industry is nhcertam.' Salvation 
lies, in cheaper production, both as regards cultivation and 
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manufacture. Indigo 13 cultivated in Madras, the United Pro- 
vinces, Bihar, Orissa and Bengal. Bihar is the most important 
province from the point of view of foreign trade. 

(d) Opium . — The area under opium has declined pro- 
gressively as a result of the policy of the Government of India. 
By international agreements aU exports have been stopped 
except for medicinal purposes. The mternal consumption of 
opium is also strictly controlled. The cultivation of the poppy 
is carried on under a system of Government licences m the 
United Provinces. 

(c) Coffee is an exotic plant in India, and i.s mainly 
grown in Mysore State, Madras, Coorg, Cochin and Travan- 
core. The competition of cheap Brazilian coffee m European 
markets has adversely affected the cultivation of coffee in 
India. 

' if) Tea — ^With the exception of China, India is the 
largest tea-producer in the world. The tea industry, which is 
the leading plantation industry in the country, has enjoyed a 
long spell of prosperity with growing internal consumption 
and foreign exports. The principal tea-growing areas are 
Assam, Bengal, Madras, Punjab (Kangra), the United Pro- 
vinces and Travancore. There is a very large export of tea, 
espebially to the Unit ed Kingdom, which take s about 90 % 
of the Indian expor tsr amceTfie"'worl3 economic depression 
tins country has found it necessary to co-operate with other 
tea-producing countries of the world and adopt a scheme of 
restriction of output and of exports. The Indian tea industiy 
has considerably benefited by the present war. 

(g) Tobacco : — ^There are two principal centres of the 
tobacco industry, eastern and northern Bengal, and southern 
India. The leading tobacco-growing provinces are Madras, 
Bengal, Bihar, Orissa, Bombay, the United Provinces, and ■ 
the Punjab. The bulk of the tobacco is consumed locally, 
though Madras has a considerable export trade. Increased 
consumption of cigarettes has encouraged '‘the opening of a 
number of factories for the manufacture of cigarettes in India. 
The Agricultural Eesearch Institute at. Delhi is devotmg its 
attention to the question of improving the quality of Indian 
tobaccos. The heavy import duties on foreign tobacco and 
cigarettes, which are still imported m large quantities, are 
expected to stimulate the cultivation and consumption of Jn- 
dian tobacco. • 

Oi)^Fodder cfops .- — The area devoted to these crops is 
inadequate in view of the large number of agricultural cattle' 
needed in India. The principal areas are the Punjab, Bom- 
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h.iv .u!( 5 tiip Unitcil ProMnocs. Tlio A'inoulimnl Department 
i*- fiiMU" nivK'h attention to the qnof-tion of grovring and 
sioiing loddei'^. 

<n Jiubbrr, winch is an imjKirlant niw ni.iteiinl lu (he 
iiulii-^tnal economy of today, !*• giown iiuiinly in srnuhetn 
India. Mod of it is (Xported. India’s ^hare m wotUl pio- 
duetion i-. \tn\ small, 

^1 Low yield of land and Its canscs. — ^’I'hc .M»?ld per acie of 
land m the ease of Jilniost all crops is nmeli icmei in India 
than in countnes wlieie iigncultiire is hettei oiganired Poi 
instance, the yield of cotton per acie in India \aries between 
7.~) and 100 lb. of lint cotion as coiniiared witli JBO lb in the 
U.S A. and hOO m 400 lb. m Kg\pt. India's outturn of 
.sugar IS stated to be less tlian one-third ihsit of Cuba, one- 
sixth of Ja\a, and one-seventh of Hawaii. Tlie cause.> of 
low prodiictiviU aie tlie uncertain clniracler of the rniiifail, 
floods, hailstorms, frosts and other \agaiios of the i-hmate, 
damage caused by wild imimnls, rats, loc^l^ts and other jiests, 
inefficient methods of cultivation, small tind scattcicd holdings, 
and the iindei-cquipment of the agncultiuist. Increased iiri- 
gation and tlie effoits of the Agiicultuin! Depaitiuent to deal 
with p(>st,s and to improve methods of cultiiation may he 
expected to impiove the sield, 

]j\XD AX'D ITS rnOllLKMS ‘ ^ 

✓ 

'^5- Subdivision , an d fragmentation of ho ldings. — We shall 
now discuss our two main problems i elating to land, namely 
subdivision and fiagmentation of holdings, and irugation. 

‘ One of the greatest handicaps of Indian ngiiciiltuie is tlie 
endless subdivision and fiagmentation of laud. Not only is 
the tdtal size of the average holding too small,- but it is also 
scattered in a number of tiny ^plots situated at inconvenient 
distances fiom one another (see Alap AH «i. Pen instance. 
Pamalal Bhalla f§und that m the village of J3aii ampin m the 
Punjab 3I'5% of the cultivators had inoie than twenty-five 
liagments 'each A special inquiry into 2,307 village.s lii the 
Punjab disclosed that 17'9% of the ‘owner’ holdings weie 
nndei 3 acre; a fuitber 25-5% weie between 3 and 3 acies, 
14 9’% between 4 and 5 acres, and 18% between 5 and 
10 acies. Ill the village of Pimpla Sondagai iii the Poona 
Distiict, Dr Alann found that 81% of the holdings weie under. 
10 acres, wffiile no less than GO'% weie less than a acres 
. The causes oj subdivision and fraamcnt^ti&ij are mainlv 
t he-^ owing pressure ormcr^tsmgpopiilatioii onTli^ 
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"to the j ibsgnce of a c ouesn^ding expansiQii of iiidustiies, 
TlTe fflo-vt^ir of a spjijt of m dividuali?m'~Y eSponsihle' foT the" ' 
•‘E^-K-w>-.pf ~the loint-i AiQilv syst em , ang~ The~6p era tiohI o f~tfi p — 
Hlildu^ mL Mohammedainaws of inTieiifa p eraBd^uroesa oix- 
3PfL-tlie-Rast oms asso ciate d \\]itE" ~t Fem It is easy to see 
Jiow the size oftH^Tamily holding would dimmish with 
every d ivision of Wie ancestial jiiopeiti among all the sons, 
or in general am'ong~^ ge nupfem^of lieiis BuMtos toti' 'i¥' 
also usuafTy a ccoin pauie~d^y''1KagmerimlK)ii. because 'eTCiy"’ 
Uiaiet usually insists on ohtanimg a fi action in eveiy lot o't 
the family land, instead of being satisfied with one compact 
block. It IS deal that these laws and customs aie more 
fieqnently invoked todai than in the past owing to the grovth 
I of population and the tailuie of mdustiy to expand sufficiently 
to absorb the mci eased population. The break-up of the 
joint-family syste m and the gi owing spint ol ipdividuaTisni.^ 
have also a ggravat^d'Tliie 'situatioD' 7.' " * 

The evi IT~of~sul}(n i^jiujrji lul^especialhi of jragmenia t wii 
aie veiy seii ous The cultivation of small holdings entails 
waste m a vaTiety of ways. Even such pooi equipment as 
tlie oidinaiy cultivatoi possesses, namely a pair of bullocks 
and a plough, is not always fully utilized, and the cost of 
cultivation mci eases unduly. Sometmies the plots aie y 
small that fTiey cariiioi be propeily ploug hed ano cultlva^' ' 
Emicing , sinkmg'"df wells''anl~jo t]ifii :. impi ov ements cann ot be 
cHinoiniSriv TntTdducecn There is also a great wasted aiea 
due _tQ-tha!Saiiv~hed!ie's, b aulks, ,'' ~elcr' 7nie~ ein pToy^ 

me nt of l abom-saving devices Iiecom el ini jioss ible fTieat wasfeT 
of^ labour~an3*Tiine~hi~'gDmg~fi‘0^^ pneT]eId['"l^andthef is f 
e ntailed^ bv tiagmentation.' \VlndT~gI s o !Zives~iisO n_imui£mus 
boundaiy disputes' Subdivision aud'ITagniehtation m geneial 
destroy enterpiise and impede thorough and intensive culti- 
vation of the land. The cuItiva,tion of such holdnig £._is,not 
comnatible with piogressive agiicultuid and a high yield of 
landJ~~Tlie_itrearaajority oTthe land EolclmgTTn liidianius 

i^ d tn Jie un'economicTi e un puifiMlIl^trc uft T^^ ’ 

Eciu edi cs^^Attempts” liave*Tieeii nTaile in lecenTTirnes to 
tackle the problem on a^ \oluiitaiy basis as yell as by the 
method! of legal compulsion. The object of .such atfempts 
is to seuiie to the peasant an economic holding, tvlncli is , 
usually regal ded as one ‘ which allows a man a chance of 5 
producing enough to suppoit iiiih^iranc niTT family in l easom ; 
;i1iilFc5Sbrt~afte r paying l iis'necessaiymx pense?~'Oxeatin ge>_ 
T'eThaps tiie”hest thing is to say that the end to be achieved 
is to airange the relation between labd, laboui and capital. 
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so that it will lead to the greatest imb^ahle advantage to the 
pioducer. The object is to put the ryot in possession of a 
tcasonably-sizcd holding, and to _ help him to improve Ins 
economic condition m so far as Ibis can he done tbrongb snob 
holdings 

Among the attemjits on a voluntary- basis, the most in- 
teicstiiig 18 the experiment in cOTsolidatJon„of^atlered_ho[d^ 
ings Ln the formation of Co-operative Societies for this pnrpo-^e 
under 'the auspices' of /ho" Co-operative Department in the 
f'unjiib since 1920-1. -^he effect of consolidation of holdings, 
in so far as it lias been achieved, has been beneficial (see 
Maps Yl, a and h). Land lias become more productive and 
valuable, litigation and quarrels have decreased, and there is ' 
a keener desire for improvement. The pace of consolidation 
i.s increasing and has been accelerated oiving to the Consoli- 
- dation of Foldings Act (1936), allowing compulsion to be 
applied to a small and stubborn ininority. Even so there 
no guarantee that in future the 'work of consolidation will 
not be undone Similar work has been done in the United 


Provinces and the Central Provinces, nhich have followed the 
lead given hi the Punjab. Afadras has made a small begin- 
ning in co-opeiiiti\c consolidation n( holdings In the Bombay 
Piesidency, an unsuccessful attempt was made in 1927. In 
this connexion, we may note the AguchiUural Commission’s 
warning that m tackling the problem of .subdivi.sion and frag- 
mentation, great caution and the utmost possible consideration 
of the opinions and prejudices of the people affected arc neces- 
sary. An element of compulsion may be inevitable. It .should , 
“ liowever, onlj he applied in the last re.sort to overcome the 
obstacles created by an obstinate minority of landholders or 
tenants 


§6. Importance of irrl^ation.- ^Indian agricu lture cannot 
ot her th an a yiskv o ccupatio n solong as it iTii7st depend excluj; 
sivefy qH_ an u ncertain rainfall, and. j. t_is th erefore necessaivy 
tff^PiPvide^cBgatipn vvhere yer po ssible. . In certain parts of 
India, ‘such as Sind, Eajputana and the south-we.st .Punjab - 
which are practically rainless, cultivation is impossible except 
with the help of artificial irrigation. In other parts like the 
Deccan uplands, vyhere the rainfall is precarious and ilhdistri- 
buted, irrigation is necessarj" to overcome chronic drought. 
Some crops like rice and sugarcane require a large and regular 
water-supply ^ S econd or winter crops, which are n ecessary 

'iSiI^^&-aL2antgr_rains. The weliibemg[oFtEen£i^ 
mas ses depend ent oa^gricaIFureir affecte5'~Sy tH e^miaev 
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p f wat^ -^pply and it is for this reason that irrigation ,,esper 
cially in^e form^onwells and tanks, ^as been practised, in 
"^spdunl^ fror^ times immemonal__ The^Histihctn^eiyTBritish 
contribution cohsik's uT'ffie Targe irrigation woiks constructed 
for the purpose of utilizing the surplus watei of large rivers 
The advan tages of nrigatton are obvious,, namelyj jncrease 
i&Juc yield of crops , intr oductibn pf_^aWe agriculture in dry 
an d preca rious tracts, protection andmsurance against Jammes-' 
and scarcity, larger railway profits in tlie agricultural pro- 
vinces'Iike the Puujab, and direct financial gain to the Gov- 
ernment. The export trade (for instance, in wheat and cotton) 

' has benefited from irrigation, which has also brought some 
relief to densely populated areas On the other hand, water- 
logging and salt effervescence aie dangers particularly asso- 
ciated with canal irrigation These dangers have not always- 
been effectively guarded against m the past, so that soils have 
sometimes deteriorated as a result of irrigation. The provision 
mf adequate drainage in canal tiacts and economical use of 
water are the remedies. 

§7. Mala kinds of irrigation works. — ^The thiee mam kinds 
of irrigation works in India are r (i) Wells, (u) Tanks, and 
(ni) Canals. The canals are of three types (a) inundation 
canals, (b) perennial canals, and (c) storage works. 

(i) Wells. — ^Well-irngation is a \ntal factoi m Indian' 
-irrigation. There are 2,500,000 wells in the country, which 
water about 25% of the irrigated area. Wells are privately 
owned, although their construction is encouraged by the 'Gov- 
ernment, which advances taklcavi loans and assists m the 
installation of small power-pumps and tube-wells 

(li) Tanks, which ace a characteristic featuie of Indian 
agricultural economy, are highly developed in Madras, where 
there are over 35,000 of these petty irrigation works. On the 
other hand, they are hardly known in the Punjab and Sind. 
They need to be further encouraged by the Government, 
especially where canal irrigation is impossible. 

(ui) Canals are now the most important foim of irriga- 
tion in India, and arc specially encouraged by the Goveni- 
.ment. different types of canals have been mtroduced in the 
various parts of the country (a) The inundation canals are 
drawn directly from a river without the use of any barrage. 
’.They are seasonal m their character, obtainmg water only 
when the river is flooded and reaches a certain level Lands 
m Sind and the Punjab used to be, and to some extent ^till 
are, irrigated by such canals drawn from the Indus and the 
Sutlej’ respectively, (b) Perennial • canals are constructed by 
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putting ‘■•ome form of barrage acro‘'‘; a iiver winch flows 
thimighmit the >oaT anil diveilmg Us water bv means of 
canals (d the land to he inigated. They aie (o be found in 
the United Piovinccs, the Punjab and Madias. The Sukkin 
Baiiage has converted inundation' canals into paiennial canals 
flowing all the vear loiind ns a icsiilt of the haiiagc con- 
st uicted acioss tiio Indus- ■{c'> Storage irork^s canals are con- 
stuictid by building a dam across a valley to sioie the mon- 
soon rani-waier. The watci so held is distiibnled by means 
of canals Such works June been const meted in the Deccan, 
the Ccutial ProMnees, and Bnudclkhalul, wheie the riveis 
aic not peienmal, and therefoic necessitate artificial storage 
oi wntci. 

Glassification of Government irrigation works. — Until 
1021 Government iriigation woiks weie classified as follows; 
(U Pioduotne, (ii) Protective, and (ni) Minoi. 

(il Productive icorhs weie expected to yield, within ten 
years of their completion, net levemie sufficient to coicr the' 
annual inteiest charges on the capital investment. Puch woiks 
ate mostly found in Korthern India and Madras. In l9fl8-9, 
24*71 nnliion acres were iiiigated by .such productive works, 
the capital imested in them being its. 114 ci oi e s. This was 
the only type of n ligation iiorks foi Avinch the Government 
laised loans. 

(lit Protective icarhs wore not expected to be diiectly 
lemuneralive, but latliei intended to ensure piotcction against 
families in precarious tracts like the Deccan. The cost ot 
such w'oiks wais met fiom the annual giants foi famine rehet 
and insuiance. These woiks aie economical indiioctly and in 
the long run. The aiea niigated by the unproductive woiks 
(see below') amounted to *2*88 million acies in 1935-6. the 
capital outlay on them lieiiig about Es :) 8 79 crotes i 

(m) Minor worls — ^This was a miscellaneous cla.ss, in- 
chiding mainly old tanks taken over b.v the Bntish Go-rern- 
ment Thev w'eie all financed fiom revenues. 

Since 1921, this old classification, loi the purpose of detei- 
mmmg the source fiom which funds weie .to be ptovided, 
has been altered, and it is now* possible to finance any work 
ot public utility from loan funds. The classes of piotectixe 
and minor woiks have been abolished, and all irrigation 
•woiks, w’hether major oi.minoi, foi w'lnch ' capital accounts 
aie kept, have beeh leclassified imdei t-u-o heads * (i) Pro- 
duotivo, and (n) Unproductive , with (m) a third class em- 
hidcmg aieas iiiigated by non-capital works 
^9 , Growth of irrigation. — ^Tlid total capital outlay on’ irri- 
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. gation and navigation woiks amounted to Es. 152'8 crores 
at the end of the jear 1938-9 as compared with EvS 42-4 
erores in 1991-2. Tlie gioss revenue foi the year 193S-9 
was Es. 13‘6 erores, woiking expenses Es. 4-6 erores and 
the net return on capital o'S9%. The aiea nrigated by 
Government irrigation woiks has steadilv inci eased fiom 10 5 
million acies in 1878-9 to ovei 32-61 million acres in 1938-9, 
the estimated value of the ciops so raised being about 
Es. 109*35 erores (excluding non-capital woiks) The irii- 
gation rates charged vaiy with the ciop ciowii and aie 
different in each province, as well as on the seveial canals in 
any given piovince • Thus in the Punjab they vary from 
Es 7-8 to Es 12 pel acie for sugarcane, Irom E< 3-4 to 
Es 5-4 per acie for wheat, and so on 

The aiea irrigated by Government iiiigation works (see 
Map VH) is the largest m tlie Punjab (12*29 mdhon acres 
out of a total of about 32*43 million acies m 1937-8) ihe 
percentage of the aiea nrigated by Government iriigation 
works to the total ciopped area was 14*68%. Madias, le 
■United Provinces and Sind are otbei provinces advanced in 
lespect of iingation facilities The Bombay 
the Central Provmces (excluding Beiar), both o w 
in need of irrigation facilities, are pooily developed Beng. 
iind Assam also show jioor development, but , , 

not so great thanks to more favourable lamfall. The tot^ 
Sross area irrigated in British India from f ^ 
to 60 (55 million net) million acies m <• - -* . 

by canals, 6 million by tanks, 33 million bi v s 

hon by other souices. •», Gov- 

110. fm-gation policy of the Goyerament.-The Butoh 
einment inherited from its predecessor b soi , , 

iuigation works such as a few inundation 
Ganges and Jumna canals) m UpP®*" Prom the 

ttnd "tanks, especially in the Madras m 

middle of the nineteenth centum the ® ,, Cmvein- 

and aanre the old ’ JjS, f d t.nSnnW 
jnent adopted a netv pohoj of 

prodimtive imgation woiks tended the conEuic- 

Tlie Famine Commission of IbbU i ,nf.qcme of innmie 

tion of protective ii ligation ^ i lre!s Xs tu v Jow 
Piotection (e g m the Deccan), in t],e irnua- 

oti account of then heavy cost. A E the 

t.op poliaj, of the Sovemmen opanad myA 

Imgiition Commission of that . e. possiWe the 

^nendations with a view to extending as tasi as j 
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hcopo ot productive and especially of protective irrigation woiks 
for the Deccan. Following their recommendalions, the 
Government's earlier policy of concentrating on railway con- 
struction a as modilied in favour of irrigation, and a large 
number of new works were undertaken, with the result of 
more than doubling the capital outlay. Under the Eeforms 
of 19iy, irrigation became a piovincial subject, and since 
1022 remarkable activity in regard to irrigation works has 
been displayed by tlie various Provincial Governments. As 
many as 19 important new works have been cither completed 
or are under construction The new major works of excep- 
tional importance arc : (i) the Sutlej Valley project in the 
Punjab (completed in 103t3) constructed at a cost of Es. 33*3] 
crores and estimated to irrigate over five million acres, (li) the 
Sukkur Barrage in Sind (completed in 1932) constructed at 
a cost of Es 24 crores and estimated to irrigate over five mil- 
lion acres, (ui) the Canvery Ecservoir and Jfettur project 
(completed in 1934) estimated to cost about Es, 7‘37 crores 
and to command a new area of three million acres, and (iv) 
the Nizamsagar project (completed in 1933) estimated to cost 
Es. 4'27 crores and to irrigate 275,000 acres. In Bombay 
two major works w'ere completed in 1925 and 1926 respec- 
tively, the Bhandardara Dam, which is the highest (270 feet) 
in India and the Lloyd Dam at Bhatgar, the largest mass 
of masomv- m the world. In the United Provinces consider- 
able progress has been made with the Sarda-Oudli canals. 
The Damodar canal is an important work nearing completion 
m Bengal 

§11. Canal colonies in the Punjab. — ^These have played a 
striking part in the irrigational history of the Punjab, Before 
the advent of irrigation in the eighties of the last century. 
the whole vast stretch of the country now irrigated b}' the 
Lower Chenab, Jhelum and Bari-Doad Canals, was a desert 
owing to meagre and precarious rainfall. It was therefore 
necessary to transport bodih* whole communities mto the new 
areas opened up by canal irrigation. Colony tracts and vil-' 
lages were systematically planned, the land in each colony 
being divided into large and small squares and rectangles; 
roads were marked out; village boundaries were settled and 
so on. The colonists, who had to build their own houses; 
were judiciously selected by the Eevenue officers in the con- 
gested districts from among the classes or hereditary - land- 
lords or occupancy tenants to hold the so-called ‘peasant 
grants’, imder which the bulk of the land is allotted. The 
average area allotted to each individual is from one' and a 
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half to two squares, oi about forty to fifty acres, laiger giants 
being maiJe to hereditary landlords of substance and status, 
and to enterprising men of means. Grants were also made 
in recognition of special civil and military services to the 
Government. What was once a treeless waste land has thus 
been converted into flourishing canal colonies. The peasant- 
proprietor, who 'holds nearly 80% of the land, is the back- 
bone of these colonies, of which the three principal ones are 
Iiyallpur, Shahpur and Montgomery (other colonies being the 
Sidhanai, Sohaj Para Jhang, Chunian, Upper Chenab and 
Upper Jbelum). The aggregate area of land covered by them 
amounts to five million acres (see' Map VTTT). It may be 
added that the Government of the Punjab derives a substan- 
tial net revenue from these colonies which, in the words of 
Ml M. L. Darling, ‘have, m fact, opened for the Punjab an 
era of prosperity undreamed-of in the past’. 




■ Labour, Equipsient and Organization 

Indian agriculturist. — ^Having considered land, we 
may proceed to deal with other factors of the agricultural 
or rural economy of India, namely, labour or the agriculturist 
himself, his equipment, and the organization of his busmess. 

It is clear that efficient agriculture depends largely upon 
the qualities of the faimer. As things stand at present the, 
Indian cultivator or lyot must be acknowledged to be inferior 
in point of intelligence, enterprise and capacity for labour to 
the Eurpp.eah.or Amerman farmer His mefficiency is no?, 
however, rooted in the nature of things, and is largely to 
be attnbuted to adverse factors such as chronic drought,^ 
pressure on land, lack of e ducatipn. 3 n d 
■*in"{he'rural~areas, the jo^of indebted n^ he'3 ia 3“jfQ~can^ , 
dM^thu'caste system Gfoirag tributes to the caieful bns- 
'B'andiy'cbmhinea'wifh hard labour, perseveiance and fertility 
of resource of the Indian agriculturist have been paid by 
foreign observers like Dr Voelcker.’ At the same time we 
must admit that, generally speaking, he is lacking in origi- 
nality and initiative and is too closely wedded to routine and 
traditional methods and practices. His conservatism is often 
an obstacle to reform and progress. It is necessaiy to im- A. 
rproVe both the farmer and his_en.yironmento|o_flia^ 


IjelpTEe'otEii^l^ compSh^ensive'sHEemroTTurar^ducatibiT^ 


suited' to'ffie-rhrM environment and needs, ^ 

education not only of children but also of adults of both sexes. 
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IS (lie first reform needed. Tiie radio, the cinema, the magic 
lantern, exhibitions and demonstrations must all he pressed 
into the service of rural education. In the second place, 
sanitarv- conditions in villages mii.st be unproved by the iirovi- 
sion of good dunking water, medical aid and impmved hous- 
ing To overcome the farmer’s conservatism it is uecessaiv 
to aim at closei contact between village and town hy means 
ol better roads and conununirations and an efiicient postal 
sv'stom It, is also necessary that absentee landloidism should 
be discouraged, and the landlord mduced to take a more active 
and petsonal interest m the village agricultural improvement 
4Kk Agricultural technique: methods of cultivation, — ^Tlie 
Indian agiiciiltuiist lot the most paifc follovv.s methods of 
extensiv e, cultiv a tion winch are unsuitable in view of the 
sniaTlnes.; of iho avjei-age’Tiolding. In thus respect, Japan and 
tluna pie^ont a'lnaikcd contrast, agriculture in these coun- 
tnes being earned on very intensively and thoroughly, almost 
like gardening. The salvation of the Indian peasant lies simi- 
Jailv in adopting uiXpnsive methods of cultivation. This 
mvolvci- more cxivchditme on permanent improvements and 
irrig atio n , mqie_ e flicie nt cul tivat ion . car^efuJ^^elcctipu-ol-seed. 
aTbetU'i svsfcm ^ lofation oTcfops, an d ade quate mamrring. 
The vaHe~T)l“pur(rs“e'eJ 2 *frS 5 ^^fl?^'*^'J--^s,.groal. ..g\„certain _ 
iuinn)e'r'dr''sced socieTics and seed farms, exist, bujijthey need 
to be nuirtmlIeTl“hn*a5lni!nI‘'‘TiT'the country. ' " 

The application of manure and fertylj7,ers.is,o,ssontial for„ 
increasing th'e3"'eld '.of ' land Alternative.. /pnns, „of_ .fuel 
.tluoiigh afforestatio n s hould' .be trrWidcd^in older to en sure 
J[hc fuller use of fannYauUnranute. aJid pr ^'Fnt T he . use^^rpl- 
-dung as i'uojj ..^Manure pits m villa ges should also, prove 
useffil In canal and other irrigated areas, ferfilizers like 
amhiohinm sulphate, bonemeal, fish manures, (ind oil-cakes 
are being used m gradually increasing quantities thanks to 
the propapanda work of the Agricultural Department. 

SjM Equipment. — (i) ImjijrrjHcrit'u^The Indian agriculturist 
still largely uses his old aiid' "^iiiple implements, which are 
cheap, light and portable, easy to make and to repair Im- 
proved implements are, however, necessary to increase the 
pioductivitv of the soil. Tion ploughs, improved harrows. ■ 
hoes, seed-diills and foddei -cutters, sugarcane crushers, small- 
puniping machinery and water -lifts have been introduced to® 
some extent, but much still remains to be done in this dnec- 
tion. ^i^s clear th at. Ai nericaii arrethods based on an exten- 
sive us e ofagricultu ral machinery are ill-suited to a'cbuntiV" 
msihall peasants^ .a ud^pmf ^'arming, dioweverj’ 
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woul d, make Do ss^Ie to a Iimited„ .extent .. f he._use _ of such 
■Juaohinery. The Agricultmal Department (through its en- 
gineering section) is trj-ing to populaiize the use of improved 
implemenis. 

(ri) Ljve-sfock . — Cattle are the most important part of 
the live-s'foclT possessed by the Indian cultivatoi. They 
‘•upply practical!} all the motive power for ploughing and 
lift iiiigation, and are a principal source of the manure coni- 
ruonl} used and the duel means ol rural transport. The 
importance of rnilch-Ciittle 'for a nrainlj' vegetaiian country is 
also obvious It must, howevei , be admitted that the qualitv 
of Indian cattle leaves much to be desired The counti} 
is maintaining an excessive number ot cattle, but ther ai'e 
usually so poor and ill-fed that there is a serious deficiency 
ot cattlc-poioQr. There are large nuinbei'S of useless cattle, 
hut religious prejudices come in the wa} of then reduction 
iMoi cover, over the gi eater part of India there is a shortage 
of fodder from Dec^inbei to Julj Incieasing attention must 
be paid to the growing of fodder crops and to the etficient 
storage and economical use of fodder sripplv Cattle-breeding, 
which is at present neglected, must be practised more care- 
fully and extensively The big landlords must give a lead. 
The recent scheme ot ‘gift bulls’, adumbiated bv Lord Lin- 
lithgow, has served to focus public attention on this veiv 
important aspect of the rural economy of India. The Veten- 
nary Department is domg useful work in cattle-breeding as 
well as in the prevention and treatment of cattle diseases 
like rinderpest, which take a heavy toll and inflict great 
losses on the farmer. The provision of vetennary aid in 
India is, howevei, most inadequate and needs to be substan- 
tially extended 

§15 Rural industries. — Agriculture needs organization as 
much as any other business, bnt in India it is at present in a 
very bad way both as regards internal organization (i.e. as 
legards holdings, peianan*^* improvements and subsidiary in- 
dustries) and external .oi^n^iation (i.e. as regards mo’keting) 
The absence of subsidiary industries w'hich would enable 
the fanner to employ his labour-power more effectiveh' and 
distribute it more eveirl}- throughout the year, is a source of 
great ’economic weakness to the small landholder in India. 
At present there is a large waste of rural labour on account 
of the seasonal chaiactei of agricultural occupation. In the 
slacl^se.ison the agncultuiist is piacticallv unemiiloyed. AS 
Mr Da^ng points out, ‘the only way in w'hich a small fannen 
can keep himself out ot debt is by being fiugaLand in- 
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dustnous and by liaviug a second Klnng to bis bow’ as in 
Japan, France, (lorniany and Italy. Dairy-farimug and cattle-' 
bleeding are pioniising as wde-occupations. The following 
niral industries may also be mentioned : jKiultry-keeping, fruit- 
growing, niarkot-gardcning, hand-hulling, soiiciiltnre, bee- 
keeping, ianning, inat-inalcing, bamboo and c-ane work. 
iope-in,(kmg, making bidiA, pottery, etc. It is clear that 
not all of these aro suitable for every part of India, and Unit 
careful selection based on intensive regional surveys would be 
necesFiVry. 

Hand-spmning as a possible iiiral industry has received 
a good deal of attention because of the controversy wbicb 
has centred in iccent j'cars uuind the, charlca and its associ- 
ation w’lth klahatnia Gandhi, the great jireacbor of the gospel 
of the charka. It is argued that band-spinning is simple, 
easily learnt, and is capable of being taken np and put aside 
any time so as not to interfere with agriculture, the main 
occupation of the people. On the other hgnd, Jehaddar cannot 
always compete successfnllj with the cheaper mill-made cloth . 
T,vhicb is also cooler and more attractive. However, so long 
as the farmer is not and cannot be supplied with any_ other 
moic remunerative supplementary industry, hand-spinning 
■offers some chance of balancing his budget at the end of the 
year. 

A more hopeful solution of the problem lies m promoting 
the establishment, in inral aieas. of industries connected with 
the piojiaration of the agricuUnral produce for consumption 
and export, such as cotton-ginning, decortication of ground- 
nuts, nce-milling and -husking, .and oil-piessing 
§36. Marketing of agricultural produce. — The mam pioblem 
of the external organization of agriculture is the marketing 
of agricultural produce to the best advantage of the farmer. 
It is unfortunately true lhai Irom this point of view sthe 
existing marketing system sutleisyfrom several deficiencies. 
The Indian cultivator is noimally dependent on the money- 
lender, to whom 'his ciops aie oiv mortgaged in advance. 
There are' also sev'eral professiorfei dealers and middlemen „ 
who are highly organized, and: profit at the expense of the 
- cultivator. Other handicaps of the cultivator are : low stan- 
dard of literacy, absence of pioperly regulated markets and of 
combination among farmers, chaotic condition of weights and 
measures, inadequate storage facilities and defective communi- 
cations in rural areas. Owing, to hi8„chropic._sh6rtage of. 

■ capital and his inescapable cash liabilities like land revenue 
knd rent, the farmer has to sell in a falling market and thus 
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failt5 to get the price. The i'ybtem of sales in the laiger 
iinirkefs through dahils {coinniissionjigenisj^ is also defcctne.'' 
Apart. Troin high biokerage, there are «cveial unauthonzed'^ 
^Icductioii'^ to ivlnch tlie nece^Mtous seUcr has to .siibniit. 

It is obMOus that an efficient system ot iiiral mniketing 
is indispensable to secuie nnal piospeiilt and bcttciment. 
The i\\o most liopeful ineusutes of refoini are Mi' Co-operative 
and (m BeqiiUitcd mariiCti, 

' fil C o-opei at n e ..Ha le~ fjoeicties have inude ‘-oine piogiess, 
notably ifriespect of the sale of cotton in (tiijaiat and Kar- 
natak in Bombay I'hore the Provinci.il Co-oper.itne Maiket- 
ing Society has recently (IflJl) been est.ibhslied to serve the 
.sale '^icieties in the piovince as a t\Jiole 'J'liete aie also Co- 
-operati\e Coinnii'-aion shops foi the sale of wheat in the 
Punjab, and societies for the sale of jiifc in Bengal The 
Co-opeiatiie Sale Socie^ft oflens many advantages, such as 
elinimatmn of sonic of the middlemen with then high com- 
niis.'ioii chaiges, use of coiiect weights and measine-. piopei 
.grading of piodiice, coinjietilive and fan pnves, and -adiance 
• .of mone\ .igainst piodncc. The sale mo\enient lias, however, 
made onl\ a limited progiess, its iiiaiii liandicaps being in- 
efficiency oi nianageinent, the fact that the society has no 
hold on its members, and inadequate finance 

fill Itcijidated uiarlcis, such as those established in some 
•disfncts 111 the Bombay Pre.sidency iindei the Boinbat Cotton 
Markets Act (1927,' leplaced bv the Bomba} Agricultural 
Produce Markets Act (1939), and in Hydeiabad (1930), Madias 
(193.3) and the Central Pro^anccs (1935), aie calculated gieatly 
to improve e.^isting marketing oiganizafion. Here tiading 
takes place under projier rules and by-laws admmisteied by 
a Market Comiiiiftee on which growers as well as pioduceis 
are lepiesented. 

Inci easing attention is al«o being paid to the standaidiza- 
tion of w'eights and measures. Beforin in this matter is 
necessaiily slow since it has to encounter stiong obstacles set 
up by consei vatisra and custom. 

The Government of India is now devoting consideiable 
caie and attention to the pioblems of agricultuial maiketing 
of India In April 1934 it appointed Mr A. M. Livingstone 
as the Maiketing E.spert on the stall of the Impeiwl Council 
of Agricultuial Research A central marketing staff and pro- 
vincial maiketing officeis have also been appointed, as sug- 
gested by the Ro}’al Commission on Agriculture (1928) This 
new organization is at piesent engaged m conducting market- 
ing suiveys of the piinupal ciops in the different piovinces 
4 
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to pro\ndo a common basis for future progress. Comprehensive 
icpoils on the nmrkelijig of wheat, linseed, tobacco and viw 
have aheady been issued. A notable piece' of legislation is 
the Agricultural Produce (Grading and Marketing) Act, (1937) 
which is nit ended to secure better retunis to the cultivator 
by ensining proper grading of iii.s produce. An improved 
market nows soivice has been established with tho help of. 
the All-India Padio organization. Marketing legislation has 
been promoted m several provinces on the advice of the Gen- 
ual Marketing Organization. 

' Rural iNnnnTROKRse > 

llfr 

, UT Estimates of rural Indebtedness. — One of the most seri- 
ous pioblems of the lural economy in India is the heavy 
burden of rural indobledne5.s. The Central Banking Enquiry 
Corarnitlec (whoso ropoit was pubUsbed in 1931) estimated 
that the total agricultural indebtedness of the British Indian 
piovinccs was in the neighbourhood of Rs. 900 crqres,. Tho 
figures by provinces aie as follows , - 


Bombsj 

81 croro 

Biliar and Onssa 

, Us 1E5 crorefl 

^^ndra« 

MO . 

Assam 

01 , 
f 

Bengal 

.. 100 .. 

Burma 

.. CO 

tJnifdd PriiMnco 

. . 121 „ 

Central Areas 

18 

Punjab 

., 131 .. 

Coorg 

. , .O" lakbs, 

Central Pnamceo 
and Bcrar 

. .30} . 




^\niile it is true that the small peasant in India as m all 
other countries will, and has to, borrow and that he was 
indebted even in pre-British days, rural debt lias showm an 
alarming mcrease, especially in recent years. It is estimated 
to stand at about Rs. 1,200 crores at present. It is not how- 
ever bo much 'the volume of indebtedness which' gives cause 
for anxiets'', as tlie fact that the greater part of the debt is f 
unproductive and carries very high rates of interest. The f 
liurden on the peasantry has been made almost unbearable'! 
owing to the present fall in the prices of agricultuial products.] 
§18. Causes, of indebtedness. — ^The following are the main 
causes of rural indebtedness, apart from the extreme poverty 
, of the masses : - . ' 

ip Excessive pressure of the population on the land and ' 
/supdivision and fragmentation of holdings. — ^The growth of- 
; tb'e ]iopulation and the ruralization, of occupations has in- 
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creased “the pressure on land. Far more people have to depend 
on land than are required for its thorough and profitable' 
cultivation. Land holdings, 'moreover, are for the most part 
uneconomic and yield only a small income even in the best 
of years. The declme of cottage__industries,,and. the, lack of 
subsidiary occupations liave further wprsened. the economic 
position of'the farmer.' 

(ii) The insecurity of harvest — ^Indian agriculture m pre- 
carious tracts like the Bomba}’’ Deccan is a gamble in, the 
monsoon. It may be said in geperal that an agricultural cycle 
'of five years gives one good year, one bad and three that are 
ueither bad nor good It is only in good years that the 
peasant can keep himself out of debt. 

(iii) Loss of cattle due to famine and diseases like rinder- 
pest adds to the economic embarrassment ^of thp cultivator 
and often compels him to borrow for purchasing cattle. 

(iv) Excessive love of litigation, and improvidence and 
extravagance have been suggested as causes of indebtedness. 
While the Indian peasant is ordinarily frugal to a fault, on 
certam occasions like death and marriage ceremonies he spends 

..beyond his means, owing largely to the tyranny of social 
custom and lack of education. It is, however, clear that the 
indebtedness due to causes (i) to (hi) is far more serious than 
that caused by the occasional extravagance of the peasant. 

■ (v) Ancestral debt, which is inherited from father to son , 
may be regarded as one of the important causes of existing 
indebtedness. Tnnumeiable people are thus born in debt, 
live in Sebt and die in debt passing on^the burden to those 
who follow.’ 

(vi) The modem change in the cultivator's position . — ^As 
Mr Darling aptly remarks, ‘prosperity is as much a cause 
of debt as insecurity of harvest’. The establishment of peace 
and order in India, the growth of towns, and the opening 
of world markets to Indian agriculture have made land a 
valuable security for borrowmg , from the money-lender, and 
the illiterate and^ uneducated peasant has not been able to 
resist the temptation to borrow. 

(vii) The money-lender and the system of usury . — ^With 
the establishment of British Civil Courts for enforcing con- 
tracts, and the disintegration of the village community, which 
removed all lestraint on the money-lender, the peasant’s posi- 
tion was weakened High rates of interest and' .the - system 
of com TOu nd interest led, to the' ekploitation ‘ of the ryots, 
many mg^p iom came to be deprived of their lands. In fair- 
ness tb^l||R" money-lender it may be said that the high rates 
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he oiten <:iurj:e~ ate Kiigely to be regar<iei.1 a*? iuHirancc u&iijiht. 
(!k Kio.st ii'-k he runs* th kiMilg hif> caphah 

<M/i) Im’uI rt^nnut jxihnj . — The hcavine*^* of l-inci re- 
u-niie and ihc ugidity of its colledion, a,*i saJAffe.^ted by ib f^- 
!ia\e nperaieil lo nicreaM,* Ibo buuleri of jnflebt<a3iiC'‘^‘5 in 
iiuth chest lespectb “^uice ^5r J^utt’e time, ilionyh ihcir effects 
ii.nc h' < n larjccdj nulhficd by the piP=!enT dcpie-'-'-ion. Tiie land 
u’vetiue s^.u.In rosjintcs to hi* nr.wlo uioro eladic <f> that sule- ' 
qn.'fe a!i({ pinnijit ^Usjx-nsion oi letiii^^ton of hincl roveniio 
(oiiid t)t‘ planted in nines of rural distics^, wliether due to 
sciirrtiy or fall in pin Cs. 

ciio State policy regarding indebtedness.— The gravin. of 
t!u‘ piotdeui of uir.il indebtodncps fau’i'd on ptihltc uttoii- 
tion be the JJeccan itiuts CoInInls^lon (j87b). Prom fime 
to tinif tiic (Ifncnunciit h.is adopted vanons jnea«ulcs to 
tackle the '■pioldcin, jn tho ftrA place, j( tried to impjove 
the C-iviJ L.nt and procedure rcgaiding agriculturnl debtors, 
whose took, unplemcnts and cattle were ox'empted' from 
auaciimcni. The Decc.tn AgricuUunstks l^elicf Act of J879 
gave powei to tho courts to go behind the contract behveeit 
the agncuHiinst debtor and the money-lender, and to modify-.* 
vt in favoui of the furmet in icdncmg tlie rate of iuteiest 
and, if iieccssaij, bj rcstoiing Ins land. The Act has not 
proved eliedive, and to «on>e extent the facihtie.s gnen by 
it have heen abused. The Usurious Loans sVet, consolidated 
and amended in 55)18, seeks to determine the legal rnaxnnum 
• amount of inteiest locotcrabie. Eeguiati'on of money-lend- 
ing lias been recommended by the AgncuJfural Coinniission, 
and tlie licensing of huoney-lenders by some of the I’rovmcial 
Banking Enquuy Committees. The Punjab Regulation of 
Accounts Act {10301 requires raonev -lenders to use regular 
account hooks and to furnish to each debtor a statement of 
Ins account. Seveial of the Provincial Goveininent.? under 
the lead given by llie Congress ministries have either intro- 
duced or passed iegislation for the regulation of money-lending, 
and in some eases foi tho licensing and registration of monej'- 
lenders The immediate effect of this legislation ns also debt 
relief legislation has been the contraction of ciedit available 
to the farmer. This is not altogether vndesirable in so far 
' as if checks unpioductive expenditure and creates a demand 
for co-operative credit. 

A more hopeful solution i s debt concihation^ on a voluntary 
basis a.s suggested by tbe Central BanK’ng Enquiry Com- 
mittee. This IS all the more necessarj’ because the burden 
of past debts has greatly increased ovring to fall tin piiceS ’ 
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Since the depression. The money-lenders also are moie will- 
ing than they used to be to accept conciliation of debt bv 
arbitrators. This plan is being tried in the Central Provinces . 
the Punjab, Bengal, iladias, the United Provinces, and in 
some of the Indian States like Bhavnagar. 

Compulsory scaling down of debts is thought to be neces- 
sary- m some piovinces, and has aheadj' been piovided for 
in Madias (1938) and the Central Provinces (1939* - In Bom- 
baj the Agiicultural Debtois Belief Act (1939), which has 
recently (1941) been applied to some talukas m the piovince, 
provides for the establishment of Debt Adjustment Boards for 
settling debts — on a compulsory- basis — according to the capa- 
city ot the boiTOw-er to pay. 

Land Alienation Acts have been promoted m some pro- 
vinces as in the Punjab in order to restnct the transfer of 
land This has, hoyvever, produced adveise reactions on rural 
credit and has led to an increase m the number of money- 
lenders exploiting the agriculturists. 

Under the Laud Improvement Loans Act of 1883 and the 
Agriculturists’- Loans Act of 1884, the Government advances 
takkavi loans to ag ricu Uuiist s. This system of State loans 
has never been very popular, ow-ing to led tape and strictness 
in recovery. 

Probably- the most promising among the measuies adopted 
by the State to deal with rural indebtedness is the supply of 
credit on a co-operative, basis through Co-operative Societies” 
and Land Mortgage Banks. 

The Co-operative Moy>^EMCNT in India 

§20. The Co-operative Acts of 1904 and 1912. — The idea of 
using co-operation ' as a means of fighting rural indebtedness 
in India and supplying cheap credit to the fanner was fiist 
suggested. by Predenck Nicholson, a Madras civilian, who had 
made a special study of agiicultuial and other land banks in 
Europe. In his Eeport (1895-7) he pleaded powerfully for 
the introduction of co-opei'atn-e credit societies on the lines 
of the well-kuow-n Eaiffe,isen societies m Geimany. Mainlj 
as a lesult of this, the Co-operatiy-e Credit Societies Act was 
passed by the Imperial Legislative Council in 1904 It pro- 
vided for the formation of credit societies (rural and urban) ^ 
only, and postponed all forms of non-credit co-operation Any 
ten or' more persons could apply- tor registiation and form 
themselves into a credit society, if all of them were from 
the same village, or the same caste or tribe, or from the 
same toyvn In the case of rural societies unlimited liability 
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was the nilc; in the ca«o of urban pociclies the matter was 
left to the option of the society. ^VJ) profits had to be carried 
m the case of the rural societies to the reserve fund, urban 
societies bema ’■equired to cariy only one-fonrth of the profit'^ 
m this way, Tiie societies were to raise the required work- 
ing- capital by entrance fees paid by members, shares (there 
being Imutaf'ions on fbo value of an individual member'* 
shiut'i-), deposits !roia members and loans from outside, and 
were to distribute the funds so raised among members only. 
Kcgistrars were appointed m all provinces to cscrcise super- 
\ision over the ozganization and to control the movemeni. 
The ,Govormncnt reson-ed certain powers for itself such a? 
compulsory audit, and dissolution of a society, if necessary, 
by Uio Ecgistrai. To encourage (he movement the Govern- 
ment offered certain concessions and prmlegcs to the societies 
registered under the Act, such as exemption from income-tar, 
stamp duties p-nd registration fees, priority o^er the ordinan* 
creditors of a member and the grant to a new society of 
limited loans free of interest for the first three years. 

In every province, the movement showed remarkable pro- 
gress. In 1912, fresh legislation was passed. The new Co- 
operative Societies Act of that year recognized ' non-credit 
forms of co-operation affecting purchase, sale, production, in- 
surance, housing, etc. It also recognized central societies 
sucli as (i) Unions, consisting of primarj' societies for mutual 
control and credit, (ii) Central Banks, consisting partly of 
societies, and partlr- of individuals formed for financing pri- 
mary credit societies, and (iii) Provincial Banks, consisting 
of individuals (societies were later admitted) to supply finance 
to the u’hole movement in the province, ordinarily through 
the agency of Central Banks. The Act of 1912 gave a fresh 
impetus to the co-operative movement, and a number of 
societies for the sale of produce, cattle insurance, milk supply, 
yarn, silk' and manure purchase, retailing of farm implements 
and common necessaries (consumers’ stores) -were started and’ 
prospered. The Maclagan Committee, appointed by the- 
Government in 1914 (October) to rerlew especially the finan- 
cial aspects of the movement, made several useful recommen- 
' dations which liave largely determined the organization of 
co-operative finance in the various provinces. Under the lie- 
forms of 1919, co-operation became a provincial transferred 
subject under the care of a minister. Some of the provinces 
like Bombay, Madras, Bihar, Orissa and Bengal have passed 
separate Co-operative Societies' Acts, mainly based upon the 
framework of the All-India Act of 1912, In recent years. 
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owing to the fall of agricultmal pnces and economic depies- 
sion the movement has been passing through a critical stage, 
and this has focussed public attention on its major defects, 
such as ignorance, on the part of membeis, of true co-opeiative 
principles,'inejfficient management, laxity of internal control, 
unpunctual payments and large overdues The Government 
should make a determined effort to lemove these defects, 
enlisting all possible help from the non-official leaders of the 
movement. 

Statistics relating to the co-op'erative movement. — The 
latest available statistics (for the year 1940-1) relatmg to the 
co-operative movement in India are as follows . The total 
numbei of Co-operative Societies was 142,512.' Of these 
123,976 were Agricultural Societies, 17,459 non-Agricultural 
Societies, 611 Central Societies (including Provincial and 
Central Banks and Banking Unions) and 466 Supervising and 
Guaranteeing Unions. In the same year, Madras had 14,409 
societies; Bombay 5,298; Sind 1,329; Bengal 40,384; Bihar 
8,287; Orissa 2,715; the United Provinces 16,850; tlie Punjab > 
26,060; the Central Provinces and Berar 4,939; Assam 1,535; 
the North-West Prontier Province 944; Delhi 396; and Ajmer- 
Merwara 759. The movement has made a fan amount of 
progress in some of the Indian States as weU. The number 
of members of primary societies m the year 1940-1 was 
6,400,359, and the total working capital amounted to 
Bs. 109*33 crores. While these figmes indicate substantial 
progress, there is still much scope for further extension in view 
of the large size and population of the country. Not moie 
than 105^ of the credit needs in rural areas even m advanced 
provinces like Bombay are being met at present through the 
co-operative agency. i 

§22. The constitution and working of a primary agricultural 
credit society. — Since the primary agricultural credit societies 
represent about 90% of the total number of societies, we may 
further examine their organization, management and working 
r We ' have already pointed out that auy ten persons from 
the same village can form themselves into such a society. 
The membership must not exceed one hundred in number. 
This IS to ensure close supervision and mutual control. Diabi- 
hty is unlimited. This ■ exercises an educative .influence on 
the , members by stimulating mutual c’ontrol, and improves 
the credit of the society by inspiring confidence^ amongst its 
■outside creditors. The management is democratic and hono- 
rary. It is entrusted to (i) a General Committee consisting 
of "all members, which elects members of the Managing 
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C’onimiUci' nii(} adopts the unritial ijiiljmco filicci; and (n) a 
rtfiuiagnip: ('ominiiU-o, winch rondtjctfi the totitine and exe- 
cn(i\o of the f-ixnety and itdinits now incmljers. 

Theu' w al’^o a paid Heciotaij.' The working capipil is dnu\n 
fioin t%s.) M)uucs (It inicinal. coin/maing cniinncp fecft. 
deposits i>\ inoinbeirt. shiuv ca[)ifal (if .iiu', and the reset ye 
fund of (he srxnetN : (ii> external, comptising loatis and deposits 
fioin other societies, fiom the Govermnent. and. most im- 
poilanr of all. ftoin the cential financing agencies like the 
etiniial and provincial eo-opetative hatikc. L'nder llte Ileseiw 
Hank of India \c( (lOot) the provincial co-opciaHve banks 
can bo assisted 1)\ the lte.ser\e Hank hj way of extending to 
them dipcountuig and loan facilities foi shoit peiiods not ex- 
ceeding’ three inonflis. Hince the mterna! sources, especially 
deposits bj n)t'inber,s, aic not well developed, external sourced 
of capital hold a dominant {Kisifion m eo-opei.itive finance 
todav. Lo. itis aie .i dx 'anccd nsii.allv for jiroductne ohieefs. 

1 e. foi *b trf’mc seedT cattle, manure and riiectin<r oilier needs , 
(iP i)ie a y/ icuU iiii' ^t . Ptic li as na \ inenrTiTT^r'oinirtTt rrcvcn .iie.^ 
Tlmhs'ior unpi oduet i ve purposes, kticlf a&'cereanonial expenses, 
me. theore t icalK not pcimissible. but (liov aie neoessan f or. 
}i reventing the tioni falling into tlie clutcHes of the 

uioucPImideraP'TlirTime^ ropavmcnt is fixed t.o as to euabl'fr 
tb'e membei.s to retmn tbeii loans after the ciops arc hai'vestcd 
Punctual payment js essential, [lostponement being gninled 
onlv in exceptional' ciicumstances. 

The mam co-opeiative .sccuiily is that offered by the honesty 
and chaiacter of the borrowing member. Material seemity 
in the shape of land* is also accepfed as collateral .seciuity. 
The bon owing membei lias to furnish suieties, usually from 
among the membeis. . < 

Profits uftei meeting "all expeuditme aio' carried to the 
Beserve Puud, but the Act of 19T2 permits di«ti ibution of 
dividends on sUaie capital, if aiu , and a ceitam amount of 
expenditure on cluuity and educ.ition. Disputes between the 
society and Us’^nembei’s are settled by arbitration. The Eegis- 
tiai can dissolve a badly managed soclet^ aftei an inqmiw 
into its affaits. 

§23. Benefits and limitations of the co-operative movement, — 
The co-operative movement in India has confeued substantial 
lenefits on the countrj'. It ha.s, for instance, niade cheapei 
nedit available to the agiioultural and aitmn' classes, and 
nuch saving m resiiect of the interest paid by them has thus 
leen effected The ynonej -lender’s monopoh has been broken 
nana-ny a %dllage. .With the pibg’ie.svof co-operative banking. 
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Hie liojiding habit lias received a welcom e, cheok. Agricul- 
ture has benefited in a vallet^ ot M-avs The movement has 
promoted the organization ot agnciiltuie on a co-opeiative 
basis (as m Denmaik), supplying the various needs of the 
peasant. It has also helped the Agiicultmal Departments 
in iiopularizmg impioved seed, cattle and implements The 
multi-puipose society combining in itsell the supplv of eiedit, 
raaiketing of produce and puichase of agiicultural and othei 
requisites, is nou being mtioduced in seveial piovmces and 
promises to bring about a speediei amehoiation of agiicultural 
economy jSo-operatio n thus bids fan to assist the iarmej 
Jp,„reah 2 e_tlie^ Ideal oi^'TenerTaimT^^ better business and 
bettei- living’. 

'“""Societies staited for special noii-acjricnlhiTal -purposes, 
such as Urban Banks (organized on tlie lines of the Schulze- 
Uelitzsch Banks in Geiman}*), weavers’ and artisans’ societies, 
factory workers’ and salaried employees’ societies, housing 
societies and consumers’ stores, are also doing useful woik, 
though as j'et on a small scale, in. their respective fields. Co- 
opeiatjon is piorwp most JieJpfu] to cottage induatiies such' 
as the hand-loom weaving industrv 

.Apait from economic oi mateiial benefits, co-opeiation has 
also conferred certain intellectual and moral advantages As 

Sir Malcolm Darling says ‘ Litigation and estravagance , 

drunkenness and gambling aie airat5rdiscouhtdn_.a_good.cor 
'opeiafiye society andT ln their place will ’ be found mdustiy, 
selT-re hance^drftd^strmght 'h|^ jng, educati on~aM~luliif raliiah_ 
societies, thrift, self-help and mutual' Kelp. TEe~co-opei-atrve 
societv ma y He Tegarde3 ~as~~a'lTuiserT J oi tiaining in selt- 
gover nmentand~tlie~~d ufies -ot citizensEji^ ^ ^ 

"""We must, howeveiT'realize'fliat' all these advantages — 
moral and educational as well as purely economic — ^liave been 
secured only on a very small scale We have already leleiied 
to certain defects in the working of the co-opeiative societies, 
such as unpunctuality of payments, inefficient -con tiol, large 
over dues, etc There is in many cases very little true co- 
operation, and often a mercenary view of the society is taken 
by its members. The ignorance and ilhteracj- of the rural 
population are the greatest obstacles to the success of co- 
operation in India. • The movement is at present passing 
through a healthy phase of criticism,. which has been appie- 
ciably assisted by the Statutory Eepoit issued (1937) by the , 
Reserve ’Bank of India on the subject of agricultural credit 
and the recent (1941) review of the co-operative movement in 
India by the same institution, and there is a keen desire both 
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in oliicial oni) non-oflicial quarters to remedy' the various defects 
and stren^ben it, even if the proffress is slow. Accordingly 
the co-operative movcnient is being rectified and consolidated 
and increasing attention is being paid to co-operative training. 

It 1ms been well said bj' tlie Agricultural Commission thniJjf. 
co-operation fails.therc xvill failjlic best hope of rural India",* 
Mortgage Banlts. — ^The experience gained since 
the introduction of flic co-operative movement in 190*1 bas 
shonn that the credit societies, as well as the Central and 
Viovimhl Banks, can supply only short-term credit. But - 
long-term credit is essential for the redemption of old debts 
(which carry a heavj' burden of high interest rate.s), for cficci- 
mg permanent improvement of the land and generally for 
introducing better iigricuUnral methods. It is now fully rea- 
3i?ed that- these needs can bo met only by a special type of 
hanlang institution, namely the Band l^forfgngc Bank, orga- 
nized largely on co-operaiivo lines to suit the requirements of 
small farmers and actively helped 'by the State. Such Band^ 
Mortgage Banks already exist in several provinces such as 
“ihe Punjab, Bengal, the Central Provinces) Bombaj* and 
Madra-s. The last mentioned province lias shown remarkable 
progress and had to its credit over 120 Band ^Mortgage Banks 
in 1940-1 : the total ntimbor of such banks in India being 2.52. 
The increase in the burden of rural debts owing to the fall 
of agricultural price,s in recent j-oars and the cheap rates at 
which nionc}’ can be laised today by the i.ssuc of long-term ' 
debentures (bonds) against the security 61 land by the Centra! 
Band Moitgage Banks have given a further stimulus to the 
starting of such banks. Por instance, the Bombay Covern- 
ment has already established seventeen such banks ‘in the 
various parts of the province. A Provincial Band Mortgage 
Bank has also been cstablisbed at Bombay, as in Madras 
province, to facilitate the issue of land-mortgage debentures. 
Apart from debentures, Band klortgage Banks raise funds by 
the issue of share capital and by inviting long-temi deposits. 
Boans are ^ven against the seennty of land for long periods 
varying from 10 to 30 years for tlie redemption of old debts, 
purchase of costly agricultural implements, and purchase and 
improvement of land. 

The State (i.e. the Provincial Government) ‘helps these 
hanks in various ways. In most provinces the Government 
guarantees the principal of and interest on land-mortgage 
debentures. It also agrees to bny a certain amount of such, 
debentures, and lends free the services of its .revenue officers 
for the correct valuation of land, wbicJi is necessary "before 
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advancing loans to the members of the Land Mortgage Banks. 
La^nd-mortgage debentures have been declared as trustee secu- 
rities for the investment of trust funds 

For big zamindars, as in Bengal and the United Provmces, 
commerciM Land Mortgage Banks, organized on joint-stock 
^es, might be started, as recommended by the Central Bank- 
ing Enquiry Co&imittee. 

State Aid to Agricdetdre 

§25. The evolution of the Agricultural Departments. — We 
have already referred to the efforts of the Agricultural Dejiart- 
ments to improve agriculture. We shall now give a further 
account of the relation of the Government to agriculture. The 
necessity of improving the, cultivator’s position and the agri- 
cultural system has been definitely recognized by the State 
for a long time. As a result of the recommendations of the 
Famine Commission (1880) Agricultural Departments were 
established in the various provinces under Directors, Deputy- 
Directors, Supermtendents and Overseers in 1884. A stimulus 
was given to the work of these newly started departments 
by the visit of Dr Voelcker, Consulting Chemist to the Eoyal 
Agricultural Society, who was sent to India in 1889 by the 
Secretary of State to report and advise on our agricultural 
practice from the modem scientific point of view. In his 
Eeport, Dr Voelcker emphasized the value of agricultmal 
education and improvement. An Agricultural Eesearch Insti- 
tute was established at Pusa in 1903 together with a college 
for more advanced trainmg and special short practical courses. 
This institute was recently (1936) shifted to New Delhi. In 
1905 certain improvements were introduced m the organiza- 
tion of the Departments and larger funds were provided for 
agricultural experiments, research, demonstrations and instruc- 
tion. The Agricultural College at Poona was started in 1908, 
and in subsequent years similar colleges were established at 
Cawnpore, Nagpur, LyaUpur, Coimbatore and Mandalay. The 
Agricultural Departments were strengthened by the appomt- 
ment of agricultural engineers who were to give the necessary 
advice' to the cultivators as regards agricultural machinery 
and ’its mstallation. An All-India Board of Agiiculture was 
founded in 1905 m order to bring the provincial departments 
more into touch with one another and to discuss questions 
’of common interest at their annual meetings, and make recom- 
mendations to the Government of India. The latter’s control 
over 1 Provincial Governments has been considerably relaxed 
since 1921, when .^griculture became a transferred subject 
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under a minister. On (ho recrunmondation oC tlie Koyal Gom- 
nuspion on \'ri kmiUuio (lOiiH) a bi" Mop forward was, faken 
m 1920 (Jiiht when (lie Irnporml Council ot Agricultural 
lieseaich was esl.vhhshed. At tlie baine time the advisoiv - 
linu'lions of I lie Agricultural Adviser to the Government of 
India wcio transfeiiod to the newly created Conned. The 
cst.ddishment of (he new central and pioviiicial marketing 
organization has ahoad\ been lefcired to The AgiicuUiiral _ 
llepartinents ate assisted and their work supplemented b) 
the Co-opcrafive 1 )ep.trtmenf and hy cerlam bodies like the 
llistiK't Agricuilui.il As.sociatious, Village fJjdift CormnUtect- 
and Tahika Uevelopment Associations as m the Bomb.ay 
piovince 

5 ; 2(1 Work of the Agricultural Department. — The Diovmcial 
be pit ( men I s of Agiicultiue carry on (i) e'sp~e riment iirul 
1 ^'a.i c.h..o5r ant'iH iiTt lira I farms amlTaljoratories; (li) 
pro[)a_ganda wor^rnQI(rnb)Ti^raT>'irTld''^cme3IlP adopt ion of 
iT^"nTeTh'odSjrnd unproved implemenfs^TlTemti^^ of 
new'fuTu'urres', pTdcructioii and difetrihulToirbPpunrTeFdfQm^ 
iin^bvi^'^an^tTes_ot^ciops 7b g. conon7^'dieiTf7T'ree7~sugar- 
C!mc 7 'ete'G''an(l (mj oirnTfol'i^icultuinl education imparted in 
agricultural colleges 'and'scltocn^^ "CMfriir" work i.s~ also Tieiiig 
do ne, on . cetTairQtiDdainentni"~{n~ol)lcins ot agricn ltur.'iFg]i£t^*^^~ _ 
t_^;^feoii iin prov em enj and^couTi ^'bnagHciiltural jiesfs. TKe 
demonstTaTloiis glveii ln^lie^epartmenr~biT~cc>btluctcd on 
Government fariris oi the fields of cuUivatots. Agricultural 
and cattle sliow.s and exinbitions aie also arranged from time 
to time. We have already rcfeiied to the work of the Veteri- 
nary Department. Lack of adequate funds, tlic vast areas 
ovei which the woik has to be earned on, the red-tapism 
m.separable fioiii all Government, activities, and the conser- 
vatism and ilhteiacy of the ruial masses are some of the 
obstacles m the w'av' of lapid improvement. These are, liow- 
ever, being gradually overcome. 

In this connexion, we may lefei to tlie woik being done 
by the Imperial Council of Agiicultiir.al Desearch w'hose mam 
duty IS to promote, guide and co-oidmate agiicultuial lesearch 
w'oik tluoughout India and tlius extend help to the provincial 
Departments of Agriculture in agricultural and veterinary 
matters. The Council consists of a Governing Body and an ' 
Advisory Board. The Council spent more than a' ciore of 
rupees, received as giants from the Government of India, 
during the first six yeais of its existence on reseaicli in agii- 
ciilture and promoted various pseful schemes of agricultural 
development. Those concerning the sugar industiy and the 
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improvement of <he agijcultural maiketmg organization 
<3ese’rve special mention. 

^27. Indian agriculture during the war of 1939-45. — On the 
whole the Indian agnciilturjsfc did not benefit bj- the recent 
war. Although imtiall.v puces rose, the loss of the Continental 
market and more leeenth of the Japanese and othei Pai East- 
ern inaifcets has depressed the prices of agiicnltmal staples like 
cotton and oilseeds. On the other hand the cvitting-ofl of 
impoifs of rice from Burma and of t\heat fiom Aiistiaha and 
the transpoit difliculties in the coiintiy itselt have created a 
shortage of food-grains for the population, which is much 
liigger than duiing the last war To meet the situation thus 
created a 'Glow IMoie Eood’ Campaign was launched in 1942 
by the Goveininent, who have furthei iindeitaken to take 
suitable measuies, includmg purchases in the open maiket, 
if necessary, with a view to sustain prices ot food-grams 
55‘28 Village uplift. — As the Agncultmal Commission truly 
lemark, ‘no substantial improvement m agricultur e can be 
ejdected tuil'css~tlie~Tulriv5for lias~fhe~w)irtb a’cTiTe\e a betteT" 
standanToTTmng and capacity i n fern ? of in eh^'I equipmgn£~~ 
5ifiSrpl^ical~'healtlT77to'*Uiks"a3vanta^“ot the oppoflunifles' ' 
tTlnch'l.cience, wise^aws and good administration may place 
at Ills disposal’. The demand foi bettei life can be stimu- 
lated only by a deliberate and conceited effort to improve the 
genetal conditions of the countryside where the great majority 
of the people live The lesponsibilitv for initiative in this 
matter lests with the Government What is requited is an 
organized and sustained effort by all those departments (eg.' 
t he BevennCr Eorest. Agricultuial, Co-opeiative, Ed ucational 
Public Health, Industrie^ and Public W oij^^bepartmentsi^ 
wiir)se~a<'tivitTe s t ouch tlie lives o f the lur aT po pulatip IT. ' T]ie~ ~' 
■s ympathy, interest and active suppoit oftTie general ji.ubjia, 
aTe al^ esseiitmL " ]!iIere~)solated effQits~bv a few enthusi astic 
aiidTnrfT-mmded ofir^I5~IikeISIr E LirBI'aviie. I.C S (whose 
name is associated with the famous experiment in niral uplift 
in the Gmgaon District of the Punjab) cannot achieve any 
permanent results. A widespiead campai^ lor lural "uj^iff 
nas 1 ecentiyTSeenhtarted in many provinces iri India especially 
after tlie assumption of office by ‘tbe Congress Party about 
tlic middle of 1937. Special mention may be made of the 
.scheme of village uplift initiated in Bombay m 1933 by Sir ' 
Piederick Sykes as Governor of Bombay The scheme is 
based on the co-operation between officials and non-officials 
woiking through a senes of village, taluka and district com- 
mittees. Agncultural improvement, ruial industries, rural 
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sanitation, odncation, housing and rural amenities are the 
main objet-tives of the scheme. A further big step forward 
was recently (1039) taken by the Congress^ Mmistry of Bom- 
bay. The ilcgiptrar of Co-operative Societies and Director of 
Rural I)c\elopment has been placed in cliarge of village 
uplift activities which are in due course e.xpecled to reach 
every village under the guidance of spccmily trained men. 
The Government of India has also interested itself in the 
countrywide movement for rural reconstruction, as may be 
.‘-cen from the grants to the provinces of over two and a half 
crores of nipoos for village uplift made daring the years 1935-7. 
Wo may here [wint out that although the efforts now being 
made for village uplift deserve nothing but praise, the rural 
problem cannot be solved by itself. A simultaneous effort to 
promote the industrial and general economic development of 
the countiy is also necessary. 

L.\nd Revrkuk in Bnmsn India 

§29. Land revenue history. — (9 Hindu period. From very 
ancient times the State in India has claimed a share the 
produce of the soil from the cultivators. According to the 
Lares of Mann the king was entitled to receive one-sixth of 
the gross produce, i.e. of the giain heap on the tliresbing- 
floor, and a higher propoition (ono-fonrth) in times of war 
and emergencies. Land revenue was paid in kind, but pay- 
ments in money were gradually introduced, especially after 
the establishment of Mohammedan Idngdoras. 

(ii) Mogul period . — ^Tlie ifoguls did not introduce any 
fundamental changes in the ancient revenue system of the 
Hindus, but merely reduced the Hindu customs to a coherent 
system and introduced regular records and revenue accounts 
In this connexion special mention may bo made of the famous 
Settlement made under Akbar by his able finance minister, 
Todar Mai. Land was carefully measured and divided into 
four classes, the Government’s share being fixed at one-third 
of the gross produce. The term of the Settlement was fixed 
at nine years. Similar developments took place in the Deccan. 

An impoj^nt and unfortunate change in the land revenue 
’ .systena and tenure'’ was introduced by the appearance of revenue 
farming in the declining days of the Mogul Empire. Under 
this system, the task of collecting revenues was assigned or 
farmed to certain gontractorg .(revenue farmers) who paid to 
the Government nine-tenths of the whole collections and kept 
the rest as their remuneration. Gradually these contractors 
"consolidated their position and acquired superior hereditary 
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n'glits to land. Tiie actual cultivators were much oppressed 
under this system, and the net result was seen in the increas- 
ing complexity of land tenures and rights, and departure from 
the former revenue practices, more particularly in Bengal, 
where the revenue farmers assumed 'zamindari rights. 

(in) BnUsh period. — ^The task of the British administra- 
tors was thus made drflScult, and at first mistakes were made. 
Many years had to pass before a tolerable system was evolved 
for the various provinces. The early confusion was worse 
confounded after the grant of Biwam m 1765 to the East 
India Company owing to pHve’s Dual Government system. 
This was abolished m 1772, and after several experiments 
the famous Permanent Settlement of Bengal was introduced 
m 1793 by Lord Cornwallis. Tbe zamindais were recognized 
as landlords and the State demand on them was fixed in 
perpetuity. The results of tbe new Settlement were not very 
happy. At first zamindars were unable to pay the heavy 
State demand of revenue, and the tenants were greatly op- 
pressed. Laws had to be passed m 1859 and 1885 protecting 
the rights of the tenants and preventing then being rack- 
rented and evicted arbitrarily from their holdings. Tbe early 
policy of Permanent Settlement, which was extended to 
Benares m 1795 and to certain parts of North hladras, was 
soon <ifterwards (1820) abandoned. Subsequ^ent land settle- 
ments in the rariou.s provinces in India were thus effected 
on a temporary basis (Temporary Settlements) for periods 
varying from twenty to thirty years. Thus the settlements 
with the talukdars in Oudh, the malguzars in the Central 
Provinces, the village communities (mahals) in the Punjab 
and in the' North-Western Provinces (Umted Provinces) as 
also with the ryots in Madras, Bombay and Berar were 
effected on a temporary basis. ^ 

^30. What is a settlement? — ^IVbat is called a 'settlement' 
of land revenue consists of the determmation of (i) tlm. ^are 
of the produce or tbe rental to which the State is entitled; 
(ii) the person or persons liable to pay it; and (iii) the record 
of all the private rights and mterests in the land. In order 
to determine the assessment of revenue there is a valuation 
of the land, the ascertainment of revenue rates according 
to the various classes of land, and the totallmg up and adjust- 
ment of them in the various circles and groups of villages. 
This gives the sum payable by tbe estate or holding. Land 
revenue is collected in instalments, and suspension and remis- 
sion are granted in case of partial, or total failure of crops 
and agricultural distress in general. The different bases for 
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land rc\eniie udoj^itoil iJi llic various- province'? are 
consulcied bclo'v 

i}dl. Permanent versus Temporary Settlements. — Jjaiul reve- 
nue selfletnent?!. as pointed out abo\e, f.ill into t^vo classes 
.lecordiiie to tlieir duiution . <i) I'ennunent Settlements ^vllere 
the siiaie of the State is food in jicipcIintN , as m Bengal. 
North Madras and 33enaies, and (lO 'J’cnijroraty Settlements 
where iJie revenno demand h iKod tempruauh for a certain 
pnind This penod is thirty yeais in Jtonihav . 'ZVI.idra? and 
the I'nitcd Piovinces, twenty yeais m the L'entia! 3"'iovinces, 
aiid fuity _\enis in the Punjab 

At one time there was much eniuroMnsy legaiding Per- 
manent \eisus Temjxirary Settlement in India. The l.tte 
R C. Diitt (1900) tidtocafed its eMension all over India and 
Lord Curzon, on hch.df of the Go\ermnfc:nt of India, ojijiosed 
it. In favour of tiie Peunanenl Settlement it is argued that 
it ensures a stable uwenue to the State at <i inodeiate cost of 
collection and promotes agricultural nnprotement and pros- 
perity. It IS also free from llie ovik associated with Tempoiary 
Settlements, such as liurassment of the cultivator at the time 
of rension, the evpcnsne machinery required for re-settle- 
' ment, iinpediments to industry and improvements, and 
concentration of power in the hands of levenne officials. 

On the other 'hand, the most serious diawback of Pei- 
manent Settlement is the State's sacrifice of all prospective 
mciease of revenue from land. This has been one ol Die 
miixirrant causes of the financial embarrassment of Bengal. 
It has also been aigucd that Die Pciinancnt Settlement ha.s 
created evils of absentee landloidism, and Die State has had 
to undertake special legislation to protect the tehants It 
lias furthei been yiointed out that the machinery of Tempoian- 
Settlements has now been greatlv improved and much of Die 
woik connected with them, sucli as clas.sifieation of land, is 
permanent. Moreover, private improvements are protected 
.igainst enh.ancement of assessment, and suspension and levi- 
sion are gi anted when necessary. It is claimed in short that 
the piesent-day Temporary Settlements achieve a happy com- 
promise betw'een the legitimate claims of the State uiid the 
lights and convenience of the agncultmists. Non-official 
opinion today is leconciled to them and seeks to further 
improve them by securing a longei period of settlement (as 
in the Punjab ‘Land Eevemie Amendment AcD and a modeiate 
■assessment' and by providing foi legislati-ve contiol of land 
revenue administration. 

The Controversy regaiding the Permanent Settlement was 
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lecently leviewed by the Floud Land Revenue Commission, 
Rengal (1938-40), which has by majority lecommended the 
iiuichase of all zammdari lights m Bengal by the State and 
diiect dealings with cultivators by the State The financial 
difficulties laised by this pioposal and the opposition of vested 
interests are obstacles in the nay of early adoption of the 
plan of State purchase. 

i!o2. Three main kinds of Settlements. — Settlements may 
also be classified accoidmg to the system of tenuie (i.e the 
way m w'hicli land is held) Theie are three mam kinds 
of land tenuie in India (i) Zamxndari, where one person 
or a few joint owners own a large estate and are lesponsible 
for the payment of land levenue in a lump sum on the whole 
estate, as in Bengal, (u) Mahahoart tenuie, where the village 
estates are held by co-sharmg bodies whose members are 
jointly and seveially liable for the land revenue, as m Agia 
and partially in the Punjab, (iii) Rijotuan tenure, wheie 
land IS held in single independent holdings owned sever all 3 % 
though aggregated localli in villages', the individual holdeis 
being severally lesponsible for the payment of the land levenue, 
as in Bombay, iMadras and Berar.* 

Corresponding to the three main kinds of land tenures 
and influenced by them, there are three mam kinds of Settle- 
ments (Baden-Powell) , namel}’’ • 

(i) Zaimnclari Settlements for single estates under one 
landlord, either on a permanent basis as m Bengal, Noith 
Madras and Benares, or on a temporary basis as in the case 
of the talukdars of Oudh (and a few zamindars in Bengal). 
The cultivation of land is done bj- tenants who pay rent to 
the landlord 

(ii) Malialwari Settlements for estates of proprietary 
bodies, usually village communities as m the United Provinces 
and the Punjab The settlements mth malguzars in the 
Central Provinces are officially included m the above class 
In the Punjab there is no considerable body of tenants, and 
about half the land (including land m the new Canal Colonies) 
is held and cultivated by jieasant proprietors Though theo- 
retically revenue is collected heie not from individual culti- 
vators but from joint holders of village estates who are jointly 
and severally responsible for it, in practice the share of revenue 
due from each is distributed and can be recovered separately. 
The Punj'ab peasants are, therefore, generally in the same 
position as peasant proprietors in Bombay and Madras 

^ We haye already referred to the two mam types of villages m India, the ■ 
‘'.Vomt or Landlord ullage and the Eyotwari or Severalty village — see ch li, §3. 
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(ill) liijiiluari S(tt)cm'»ts for individual ncciipancies or 
holduigs, t' {I. Ill Mndui'', Bombay and Benir. I'lie fcttlo- 
meuli. in A'-Jin and Looi<{ mo in piincipie ivolwaii tlioneJi 
not oiiicialiy so called. 

Basis of assessment. — In all mnhohrari svsiems (inclnd- 
]»" liio i’uniabi, land icvemie is technically said to consist 
of a iiKiion of the net a‘i'-cts of the e.‘-tiife as annually 
u-i.ci\od These assets mainly consist of the total rents 
actual'} iccoived, calculated rental value in the case of lands 
held b\ the projiiicfois fhcinselves, mid certain miscellaneous 
piurit'; from waste lands, frinfs and wild pioduee. The frac- 
iioa claimed by iho (lovornincnt has v.nicd ficiin time to time. 
It Mas veiy lii.cdi in flie bcsfinning; it was teiUiced to 
in 1813,- under the Hahmaripur Buies of 1855 jt was further 
u’diieed to about ; and accoiding to official claims the 
actual fiiwtion rcnii/.ch w inoet cases is well below the theore- 
tical maMinuui of o0% In the Punjab, the fraction has 
lecealh (lOIlt) been rodneed to 26% of the net assets. In 
Madras, the theoretical bnsi? of assossment is the value of 
the net piodiice of land (i.o. gross produce nnuus expenses 
of cultn.uion). About half of this is fixed as (he tnaximum 
land levenuc. In Bombay, and also in Bcrar. thoie is no 
definite theoretical basis of assessment. The sy.stem is of 
an empiucal char.acter, and re\enue rates depend upon certain 
general economic considerations, etc. In recent years, how- ’ 
ever, the lental value, as ascertained by locoids of leases 
and sales. w.as m practice being adopted as a basis of assess- 
ment. The Bombay Land Bevenue Code Amendment Act 
(ifi39), while lecogniJiing the g'oneral considerations, diiects 
that the as-osmonf rates shall not exceed 3j%‘ of the rental 
value (sec §37 helowt In Sind assessment ' rates depend 
upon inigation and not ujion rainfall, w'hich is negligible. 
The peiJod of sefrlemeut is also sboitei than m Bombay pro- 
vince. 

§31. State landlordism. — ^Two of the most contioversial ques- 
tions relating to land levcnuc m India’ aie : (i) whether there 
IS State ownership or individual owmeiship, and (n) whether 
land levenue i.s a tax or rent. As legards the question .of 
State ownership of land, the opinion generally held is that 
the State never claimed exclusive proprietary right over land 
in the pie-Brihsh period, and therefoic the British cannot 
be said to have succeeded to any such claim. In fact the 
existence of private properly was denniteh- recognized under 
both Hindu and Mohammedan i iile. In the emhteenth cen- 
tui 7 . when the Mogul Emjpire broke up. the vanous usurping 
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Governments did, however, claim to be the owners of the 
soil. The British Indian Government has eveiywheie recog- 
nized or conferred a, private light m land, and in large aieas 
of the country (e g Bengal, Oudh and the whole of Northern 
India) it has expressly declared the pioprietary rights of the 
landlords and village owners. Even in the ryotwari provinces 
like Bombay the position of the ryot or ‘occupant’ is not 
essentially different from that of the zamindar, and he exer- 
cises all the lights of a proprietor so long as he pays the 
revenue assessment. We may also refer here to another view, 
namely, that the Indian conception of land tenure is a com- 
promise between the English theoiy of absolute property m 
land and the other extieme of State ownership. 

§35 Land revenue; tax or rent? — ^If private owneislnp of 
land is granted it follows logically that the land revenue is 
a tax and not a lent The whole question is highly compli- 
cated and does not admit of a defimte answei one way or the 
other. The controversy is, however, a profitless war of woids, 
smce no question of actual piactical policy at juesent m debate 
seems to depend upon how it is settled It is sometimes said 
that if we admitted State landlordism we should also have 
to admit the light of the State to exact the full economic rent 
But this IS a consequence which we cannot escape in ani case 
because it is a universally accepted maxim of taxation that 
theoretically the whole of the economic rent may be absorbed 
'in taxation without hurting the taxpa}'er, provided that the 
economic rent can be separated from wages, profits and in- 
terest. It is also geneiall}' agieed that m consideiing the 
incidence of taxation, land revenue should be legaided as a 
tax It would howevei be an act of political wisdom if the 
'Government were to declare in unmistakable terms that it 
full}^ lecognizes private property m land and abandons all 
pretensions to universal landlordism 

§36. Ricardian theory in relation to the land revenue in India. 

— ^As we have seen, the principles governing assessment vaiy 
from province to province so far as then formal statement is 
concerned. The general claim of the Government, hovevei, 
is that in the net result, the land revenue forms eveiwheie 
m British India a certain model ate pioportion of the economic 
lent. This is'clearJy not the case if we take into ’account 
the large number of uneconomic holdings in India. Here 
the land tax is an appiopriation of the bare minimum of sub- 
sistence left to the cultivator Elsewheie also pure or true 
rental value cannot be accurately determined, since owing to 
the pressure on land and the lack of alteniative occupations 
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tho actual rcnt*^ paifl hy competing tenants me likely to be 
hiiilier than the true O''onomic rent of lanrl. Jicnnoniic mco<- 
sitj IS fmther strengthened hy the traduional sentiment in 
favour of invesimont in land. The economic lent in the 
Kicardiiin sense therefore boarh no definite relation to tlio assess- 
ment though u-e cannot at the f-amo lime sn\ lliat in every 
ease land levcnuc falls on the inconic earned. 

^17 Need for reform. — ^I’hcie is, howcvei, a stiong case for 
loneiing the standard icvennc rates, say to 25% of the annual 
i.iiue of land as .suggested hv the Indian Tavatinn Enquiry 
t'omniittec of H)24-5.’ By aimiinl value they mean the gross 
pioduce less cost of jiioduction, including the value of the 
labour actually CApended hv the fanner and his family, and 
the letiirn for enterprise. If is also desirable to bring undei 
IcAO'-lafne control the pioccss of revising the land revenue 
asso'^.'-rnent, as in flu* Punjab where legislation was passed in 
1928-9 e.\fendmg the term of assc.s=ment to forty yeans, and 
fixing the shnic of the (Toxernmenl at 25% of the net as.setsf 
Legislation .similai in pnneiple has also been passed in the 
United and Central Provinces In Bombay a Bill to amend 
the Land Kcvemic Code was recently (1930) placed on the 
Statute book It presciibe.s a Ibirtr-year peiiod of settlement 
and a definite proiicdure for land assessment, which is not to 
exceed 35% of the lental value of land, lays down maximum 
limits to the increase in the assessment and protects pi irate 
improvements, 


SUiDtABY 

AanictTiTunAi rnonccnoN 

AgrtiuUure hold-! a dominant portion in our economic Jifc, nearly 70% 
of tlie population lieing dependenf on llie laud /or their livelihood It la, 
honever, in a depressed condition and needs much improvement in order to 
promote rural prospcnlj 

Agricultural proditclton lu India covers a vide range of crops. Food 
crops like ncc, wheat, barley, millcls, pulses, and sugarcane arc the leading 
crops There hna, however, been n certain londencj for non-food crops like 
oil-seeds, cotton and juto to encroach on the food crops Owing to the hi"h 
prices and ready sale they have commanded until recently in the world 
markets Different provinces and tracts specialize rn the different crops 
according to their climatic and soil conditions Thus Bengal, Bihar and 
Afadras specmlire in rice; the Punjab and the Tlntlcd Provinces in wheat; 
Slndras, Bombay and Bcrar in millels (jowar and hajra), the United Pro- 
vinces, the Punjab and Bihar in sugarcane; the United and Central Provinces, 
and Bihar in oil-seeds , Bombay,' the Central Provinces and the Punjab in 
cotton; Bengal in jute; Southern India in tea, coffee, spices and condiments; 
Assam in tea 
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The yield of the land per acre m India is very lo« in comparison with 
other countries It is, houover, capable of being increased by the adoption 
of intensive methods of cultivation. 

IJV^D AND ITS PkOBDEMS 

One of the serious handicaps of the Indian agriculturist is the endless 
subdivision and fragmentation of holdings, many of which are uneconomic 
Their cultivation entails great waste They hinder agricultural reforms and 
give rise to boundary disputes The evil has been attributed to the Hindu 
and Mohammedan lav\s of inheritance and succession, but is in the last 
resort traceable to the increasing pressure on land due to the growth of 
population and lack of alternative occupations Attempts are being made to 
deal with this problem on a voluntary basis, as also by the metliod of legal 
compulsion. A certain amount of success has attended the interesting experi- 
ment m the Punjab of consolidation of scattered holdings on a co-operative 
basis Legal compulsion does not appear to be a suitable metbod in the 
peculiar conditions of India 

Irngatton is an imperative need of Indian agriculture especially in rainless 
deserts like Sind and precarious tracts like the Deccan, and has in various 
forms been practised from time immemorial 

"Wells, tanks and canals are tbe principal kinds of irrigation works in 
India Canals are of three types- inundation canals, as m the Punjab, 
perennial canals, as in the United Provinces and, recently , m Sind and the 
Punj’ab, and storage works as in the Deccan Government irrigation works 
(mainly canals and to some extent tanks, especially in tbe Madras Presidency) 
are either productive (i e which pay their way within ten years of their com- 
pletion) or unproductive, i e not directly remunerative but urgently needed 
to protect precarious tracts like the Deccan from famines and drought 

The Government in the past largely concentrated on tbe former, but 
IS novv devoting greater attention to the latter Irrigation activity has 
greatly increased in the various provinces since the subject of irrigation was^ 
transferred to the provinces under the Reforms of IblO Big schemes like 
the Sukkur Barrage, the Sutlej "Valley project, and the Cauvery Beservoir 
and Mettur project, the Nizamsagar project, the Lloyd Dam have been 
launched and are w-ell under way ' , 

The Canal Colonies in tbe Punjab are an arresting feature of irrigation 
in that province and have largely contributed to its prosperity The principal 
colonies are Lyallpur, Shahpur and Montgomery 

Labodb, Equipment and Oroamzation 

The Indian ciiltiiator shows a curious combination of conservatism and 
prejudice with patience and hard work on the one hand, and on tbe other, 
of improvidence with frugality An improvement of his environment through 
rural education, better sanitation and communications m rural areas, and 
a keener interest in land by zamindars is needed to make him a more pro- 
gressive and efTicient farmer 

The Indian agncultiirist for the most part follows extensive methods 
of cultivation His salvation lies in adopting intensive methods of culti- 
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\ I'.inti ns m Chum oud .lajmn. Tor Uihi piiqnj-o, irnpiitifm, ruhiiion of 
crop^, iiicroaio'i nppln'atwn of r.innuro riipjtU of pure fot'd, iinprfAcd iinpilc- 
iDonis mm arp c“'/iit(nl. The pre-onl j»i‘it)tvn in sU liu^e rosJx'Ci'j 15 

!io! .n!i‘-fi 'on liimtpl), (InnX'F to tin (fforls of thf} A^nciiltiitni Dc^pnrt- 
ini'ii! Mrtnm aniniuit of iniinotiuuii! i« lai id," piiri' 

Th tv" ino-t ii’ifsnUnt (ir<iWi‘»)>i of npwnItHra} orpcmyntjoti ndato io 
(ii sui)f,i,)uin, rural iritiurtncs, arii) (iif iitnr) ctifig of opripohurnl jiru.Hiro 

In SiiUciIiart, i!iihi<}nf~ — Jn the altscticc of ■’iili'iiliarr indiKlric^ to 
fill ip In'? spare imu' ihjrjn" the agncuHotnl saftsoii nud fo ruppie- 

iin’iit hu. ‘njall iriiviiTp Irnni hind, the cjItirnforV c/oiwmic ponilioii ja 'ery 
.uji Tdc prnriiiicin of kiijirilciiuntnrv rml/uliKs ciiit,ilile (o tlm tarious 
riirnl nieas — sueh an iliir) huptog, {nml/rj-fnrniing, fr UIt-pro^^ mg, acricnllurr,. 
rojii'-iuiil.ing — H iirgriiih- ntrdtd JlarKi-apiniimg k tmeftil hut not pufTit-ienily 
ri’iniincrativi' 

In) The prevnt ovniem of nf/rienlti/'oJ morl rUtip i? vi'r,\ d<’r<'cU\fj and 
does not operate to the liMt nd%nntftg( of the c/rlfivator, aim is Intuficappod 
in ijiB indohVcdncs'i, ilhieraex, dcicctue rural coii'miiiiiealicms. lack of uni' 
formitv of nciphla nrtd miM'iiires, latk of (torage -fneilitiei. and the many 
imaulhnrii-cd dediietions frorn tiie price ho rocoiso'; in thr Diirrgiilnttil inorktts. 

XlniKetiug of spnriiltural produce through (.o-ojiemiive s-nlo aocietiea and 
the cstahlishincnt of regulated markets, nhioh proiide for the safeguarding 
of the cultivator's interest tUrongli market eoinmiiiecs ou which he 11 repre- 
ponted, are proving verj ireful 

The Central and Provincial Governments are evincing leen interest la 
tins nialtcr and Imve recently arg'ingedl for marketing purveys- thtuiigh a special 
agency of marketing evpi'rts and otiieers. • 

Rttrjit. Tsnrirm)t>n.«s 

Agneallural iiu/chirduets, which i« estimated at present at Jl« I.2rt0 crorc» 
in llritisli India alone, is a aermin (rohleni of tfic rural cconomv of India 
The main causes of the indebtedness of the peasant arc: excessive pressure 
oil land, imceonoinic holdiugs insecurity of hart'csts. Joss of cattle due to 
famine and disease, loss through litigation, impiovidcncc and amestral debt 
The Bjstem of moncydondiD" in the clianged pocial and economic conditions 
of, today has also coninhutod to the growth of rural indebtedness 

The Government has since the seionfies of llie last century adopted vaiions 
measures to tackle tlic problem of rural indehledncss, such as improvement 
. of the Civil Iiaw regarding rural debts, anti-usury Ians, regulation and regis- 
tration of inonoy-londmg, scaling down of debts cither on a voluntary or 
compulsory basis tliroiigh the machinery of Debt Conciliation Boards or other- 
w'lse, restrictions on the transfer of land, grant of State loans (tnkkcril, and 
provision of credit through Co-operative Socieitci and Band' Jlortgage Banks. 

The Co-opEnvmn iloTTviR-NT rv Ixuiv 

' The first Co-opfcrative Credit Societies ‘Act was passed in 1901 Bural and 
.urban societies were started on the lines of the vvell-k-nown EailTeiscn and 
SchiiUs-Dclitzsch Societies in Germany Begistrars of co operative societies 
were appointed in the several provinces, and the new movement soon struck 
root in (he country Its scope was widened by the Amending Act of J912, 
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■which recognized non-credit societies, central financing societies and nmons 
The progress of the moiement has been remarkable, especially since 1921 
■when co-operation became a transferred subject under the control of ministers 
in the pronnces In recent years, however, t!ie movement has been passing 
through a crisis partlj' oiving to the adierse effects of economic depression 
and partly owing to certain detects in the movement itself such as laxity 
of internal control and management, and lack of co operative spirit and 
training. 

Co-operation is, however, the only salvation of the Indian peasant and 
artisan The rural co-operative society with its honorary services, democratic 
management and joint responsibility is very well suited to supply the small 
farmer with controlled credit on reasonable terms and also generally to make 
him a better citizen The good work done by the credit society must be 
supplemented by a general organization of agriculture on a co-operative basis, 
as in Denmark, so as to secure fuller advantages of co-operative sale and 
. purchase, co-operative farming, etc In co-operation also lies the hope of 
artisans like the weavers, factory workers and depressed classes The middle 
classes have also found co-operation very useful in dealing with their own 
problems of housing, the supply of household requisites and of credit 

Co-operative credit societies which are financed hy Central and Provincial , 
Banks cannot, however, solve the problem of the supply of long-term credit 
for redemption of old rural debts, land improvement, etc Band Mortgage 
Banks, organized mainly on co-operative hues, arc necessary to meet this 
need' Tliey have already been started in some provnnees The State has 
offered them help by guaranteeing the principal of, and interest on, the deben- 
tures issued by them, and by direct purchase of such debentures 

State Aid to AonicuLTUnE 

The 'Government m India lias for a long time recognized the need for 
improving agriculture and of bettering the lot of the Indian peasant To 
this end Departments of Agriculture were started in 188 1 m the various pro- 
vinces under Directors of Agriculture assisted by Deputy-Directors and Inspec- 
tors Agricultural Colleges were also started at Boona, Cawnpore, Xagpui, 
Lyallpur, Coimbatore and Mandalay The biggest step forward was recently 
taken on the recommendation of the Agricultural Commission by establishing 
in 1929 the Imperial Council of Agricultural Research, which during the first 
SIX years of its existence spent a croic of rupees in promoting useful research 
in agriculture and in the solution of the veterinary problems connected with 
the improvement of Indian agriculture 

Tlio -Agricultural Departments carry on experiments on agricultural farms, 
organize propaganda work to demonstrate the value of new methods and 
(implements, and control agricultural education. 

The Indian agriculturist lias not so for benefited by the war Indeed Ins 
lot lias been adversely affected owing to the loss of the Continental and 
Japanese markets On the other hand there is a shortage of food-grams in 
the countrv; lienee the ‘grow more food" campaign x 

Lastly, a comprehensive and v cll-sustamed effort is necessary to bring 
about villaffc uphji, which means better educational and sanitary facilities, 
improved commuiiitations and, in general, a higher standard of amenittes 
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ntid rnir lift in rural nrian At pr«'.‘'nt, \nrii.tH Trcniiicinl GmernnJepi'* 
“-cf *>i) A*ot ^I’firincA (if vdluifo rind fl/c O'ufral Goti’runiriit 

pKoii n grant nf (ncr two crori'i- ol mi'cc? for t)iiit jwrpn e, 

Ij\Mj ItrvrsTO IJ: Itim*'!! iMnt 

From {!i!io‘i mnnooioria!, tUc fltat(> in India hsi. clomicd » clmrc of llir- 
pr(*di(t(' of the Mill from tin* c^llll^alo»'^4 Jjand row line wan at firnt paid in 
kind Imt lonit f'radiwllj fn ho paid lu riiorirv, tipccialK' Under tlia Mogiile, 
hIio oFii mircidiiccd nj-tomata Land Utwnu'* Kef tlouu nti. Tijio system 
I'owmr f('!! inin dtrordor offer (he bronlt up of the Moonl Ltiipire. whoA 
r< W'nm -farming v.ia introdiierd, T}'n rcniltcj in (hr rutiordinntion of pea'- 
ati! righta In thoac' nf (hr now ii^ur/ari- who hecatm* raniiiidara, c^ in Ih'iig.al 
After iif\(ra! exjKTimeiita and joi‘.l»kia, the Jlnfiah adniii)m*ration m India 
caohed ii arorkab'e land row rule pjofem The larh (pdioj of Fermiincnt 
Settlcuienl, wliicli wap mtroduec'd in B/'iigal, Bonare^ and Jonrtii J[adra=. 
war. puiiphinffd bj IVmjwrnry Si'ttlcmcnfa elaenhere. The Pmnanrnt Set- 
ffcnieiX iitis aertnua drawbaekr, such ap n rigidlj fiiied land revenue Involving' 
Ifiaii to the Government It' inam adtniilage, namely that it acta ns a 
Ktimiihia to Dgriculliiral juiprotcnicnfe, can vorv well be secured by long term 
scHlenienls. 

There arc Hirer main ! tn<U of ertflewenl in India, (i) the Znmnidari 
SetHcmrnl wifb landlords, (it) the MahaUcan Srilleiiteiil willi village com- 
iminilice, 4and fill) IJijoltrari Srtllcment with individual occiijianfs or holders, 
of land. In (i) and (ii), where the land rci enuc is not fixed in porpelnitj 
(as in Bengal), the basis of assesoiiicnt is rental vabte, the (booretical maxi- 
mum claimed by the Goternmont being one halt of the rental value. In llie 
Punjab, it IS now one-fourtb In tlie ryolwari «jsiom of Jlndras tlic basis 
of assessment is the net produce, wiiile in Bombay general economie consi- 
derations taVo the place nf a theoretical hasrs, ollliongli in recent venrs. 
greater reliance, is being placed on rental value 

'I'liore are certain controversial questions relating to land revenue m India^ 
One of tbem is vilictbcr the land belongs to the State or is the pnratc pro- 
perly of the zntnindar or ryot The case for the latter view is pretiv strong, 
and tho Goveniincnt would bo well advised franklv to rccogmro private 
properiv m land Tlio second controieisial qiicsfion is whether land revemio is 
a toi or Tcnia Ab )bc Taxation Enquiry Conunittce points out, it sbonW be 
regarded as a tax In tins connexion, .a third question has been raised, 
namelj, bow far tbc band revenue taken m India conforms to tlio EicardiaD 
theorv of economic rent It will bo found on exainmation flint land revenue 
in India cannot bo identified wjlb economic rent 

There is a strong case for lowering the land rovemie and fixing it at 
about one-t()urtb of tbc annual value of the land If is also very desirable 
to place the process of revising tbc atsesisntcnt under legislative control. 
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INDUSTRIAL DEVELOPMENT 

Gencral Survey 

§1. Benefits of industrial development. — In these days we 
are all very keen that our country should become an important 
industrial nation because we expect to realize great benefits 
from such a development 

(i) An adequate development of industries will make 
for a more even distribution of population among a vaiiety 
of occupations and make the economic system more stg,ble. 
For example, frequent failure of lains and famines, to which 
we are subject, will not directly affect practically the whole 
population as they do at present, but only that part of it 
which IS engaged in agriculture 

(ii) Industrialization, if piopeily diiected, will emich the 
nation. 

(lii) The State will benefit because of the increased tax- 
able capacity of the people. State finance will also be more 
elastic because industrialization will make possible a num- 
ber of productive taxes on other kinds of income than landed 
income 

(iv) Industry will give scope to a diversity of aptitude 
and talent and will make the people more intelligent, alert 
and progressive. A predominantly agricultural country tends 
to be too 'conservative and intellectually inert 

(v) Industii alizatio n will open a numbe r of n ew sourc es^ 
of employment aiid"should to a large extent sorve~the probl em 
,of mid dle-class unempT oymenF 

(vi) It will also create a habit of productive investment 
and discourage hoarding 

(vn) It is now widely recognized that industrialization 
has an important bearing on militarv efficiency. 

§2 Principal landmarks of recent industrial history of India." 
— Till about the beginnmg of the nmeteenth centurj^, India 
could be described as both ah agricultural and a manufactur- 
ing countl3^ As in Europe before the Industrial Bevolution, 
the industries in India were of course not of the modern 
large-scale type but were cottage industries. However, a 
veiy much larger proportion of the population than at present 
was engaged in industry, and India could stand comparison 
with any European country as regards industrial development 
and skill In fact she could legitimately claim superiority 



71 


f Ml tj h T « I A r, ji i: V r j. o v 'h r. .v t 


m tlii'i ip'ipert avvi m.iiiy ICnropi’an riiuntiU'^?. Wo h’uo 
aljcacl} nuhoadcl the rfu'^oiis «)jv Iriflm foil fi6ni this 
estate aiul ratne (o be an itlniosf i>Nvr1n‘a\C‘iy arrriciiHinal 
cuun(i_\ ‘ Fiom nianv points of \je\\ thi‘- wii'- a deplorable 
devoiupment, and the Famine ComanssionN ol ISW and KtOl 
(>nip!ifi«i/('f! foicibly the neecs<-ifv of industiializnig India a’^ 
one of the nripoilant means of mectin" the pioblem of locui- 
iin" fanunos m tlio count n. U'he swadcslii jnovenionl which 
bfo.in in IDOo soived to diive limne the lesson that for modem 
indiisiiy a more solid foundation was neees<van than short- 
lived political enthusiasm, and that vigorous and consistent 
State Iielp was oi-sentinl to provide this fourulation. 

§3 Industrial policy of tho State, — Till the end of (he nine- 
teenth century Government policy )md been unhelpful and 
inditToient Tho fust sign of a change was noticed when, at 
the lUbtancc of Lord Ciir;;on. a separate Iinpciial Department 
of Commerce and Industries was created in 1905. This nel- 
(Oine development, liowevei, received a sudden check when 
in 1910 Lord Moiley, the then Sccretaiy of Stale for India, 
sent Ins famous Dispatch deprecating any diiect attempts 
on the part of the G'oicinmcnt to foster industrial develop- 
ment The Indian authorities followed Loid Moi ley’s dictates 
too literally' and too conscientiously and failed to tuui to any 
practical account the enthusiasm for industrial legoneraiion 
which chaiaclorr/ed tho swadeshi movement. 

The experience of tho wax of 3914-18 made the Govern- 
ment reahre, more \d\idly than befoie, not only the economic 
but also the milifaiy importance of industrialization. As the 
Montagu-Chelmsford Deixort puts it • ‘Nowadays, the pioducts 
of an mdnslrinhy-developed community coincide so nearly in 
kind, though not in qiiautity, with tho catalogno of munitions 
of war that the development of India’s nntuuil lesouices 
becomes a matter of almost military nece.ssifcy.’ The Indus- 
trial Commission appointed in 1910 stiessed the importance 
of active Government assistance m fuxtheiing the industrial 
development of tlic country and makrng it more self-sufficient. 

The Indian Munitions Boaid. established m 193 7 , although 
its main bnsiness was to conliol and develoix Indian resources 
so as to assist, in the successful prosecution of the wax; in- 
cidentally shmnlated the development of Indian industries 
by placing large orders with Indian firms, supjilying infozina- 
tion and expert advice, and m other ways. A similai develop- 
ment occurred duiing the Second Woild War 

I ‘ 


‘ See cli! li, §8. 
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Protixtion and other Me\sures of State Aid 

§4. Protection in India. — A large part of the stimulus received 
by Indian mdnstiies dining the wai of 1914-18 was necessarily 
teriipoiary in chaiacter After tlie war, foieign competition 
began again and the question of piotection assumed serious 
piactical impoitaiice. The Fiscal Commission appointed in 
1921 recommended the adoption of a policj of discnmmaie 
protection to be interpreted bj' an expeit Taiiff Boaid The 
Government accepted this lecommendation in 1923, and since 
1924 a Tariff Board has been instituted Undei instiuctions 
Irom the Goveinment it has examined the claims of a num- 
bei of industries for leceiving piotection Protection has in 
this manner been extended to the iron and steel, cotton, 
paper, sugar, salt, match and other mdustiies. 

The term ‘disci iminate piotection’ suggests that we must 
disci iminate lietween those industries which with some initial 
assistance (m the form of protection fiom foreign competi- 
tion), are likely to develop sufficient strength to be able 
ultimately to stand on their own legs, and industries incapable 
of such development We have already explained in what 
■ciiciimstances and subject to what safeguards the policy of 
piotection can be puisued in the inteiests of a nation.^ Dis- 
crimmate piotection in India is merely an application of these 
principles to Indian conditions 

§5. Essentials other than protection. — Protection alone is 
not enough to brmg into existence flourishing and efficient 
industries There must also be an adequate development of 
certain indispensable adjuncts of modern economic life like a 
sound bankinsf organization, a we Il: ff&velo}ied system of trans- 
port , a s.ymp^h eti c rail w ay and shipping poli cy, an effective 
mai kelrngOTgahiz Iffion .Tan . efficieDtsystem of couTineicial and 
indiistria l intellig e nce, etc These matteis will be dealt with 
separately m Cha 2 )teis A and VI 

Q uite as essential as anything else for industria l ffevelon— 
ment is that the wovlc~'in uft~T^ lhran d t ru ly desire it, and 
show file genuineness of then desue~hy takmgtlie necessary 
'pains to achieve it There must be less apathy and more 
self-confidence and enterprise The lack of these qualities at 
present is largely due to our defective system of education, 
which IS much too academic and out of touch with leality. 
We must tram our own skilled labourers and supervisors 
and foremen, instead of incumng excessive expenditure over 
men imported from abroad. Technical and commercial in- ' 


• See Part I, ch sii, §§9-10 
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.‘•fttidci! nnd roUujct, imi'-i be Alutfed ii! lar^'o imuihor?; 'to 
.liloid the nereb^at\ for trainni" niaiiairer-^ ancl i_o 

enuWe eapuble mcti lo dkcovei iind dcvel<i}) Iheir 

.'.peeuil talejit"! The o’-jjaniration of re-emeh i'^ another ’»n- 
pciitant malt in to be attended to. Tlie pie^-ent position an all 
tliese respects is un-atisfiicton. 

The e.Ateti'.ion of Oorcniinrtil paironaqc to the prudnets 
nl huiuiii nidnstiie- a useful stiimilus to their dcnelop- 
nient. and tins is now f<n tin omnia in a --tendih incren=n)g 
measure. special depirtinont called the Indian Stores lle- 
partmeiit hii« been nisfituted for the purpose of eneouragin'f 
Indian indu'-tue^ tlnoiioh juircha'^es of storo>, on behalf of 
the (lo'einmcnt . valued at more than Il«. 3 crores even- 
vear. 

The piovincia! Di purhnents of Iiidtofrie.i. which have been 
created m aecordanee with the recommendations of the in- 
dustua! romrim=:ion, aim at tlio piomotion of technical and 
mdustrtal education, the supply of industrial jnfoimation and 
fniancial and other assistance to industries. Special State 
Aid to rndustiies Ads such as the Indii'-inal Loam Ar( 
of the Punjah. liave been passed by certain provinces in 
order tJiat .suitable private enterprises might he financed. 
In ptaetice, howevei, it is the cottage industries that^hav'e 
leceived more' lielp ftoin tlle^c Acts than laigc-scaloj mdus- 
tnes. A more ambitious tcUeme of state-aided iiulustrial 
ciodit torporattons has moie lecenlly {19117) been adopted in . 
the United Piovmces and Bengal, ' , 

§6 Industrial deyelopmcnt of India during the vyar. — Thes 
second world war has, like (he war of 19l‘i-18, given consider- 
able stimulus to the development of Indian industries. 'Tlie cur- 
tailment and lestuction of imports, the mcicased demand - 
from the Empire for war materials and India’s own defence 
lequiiements, flie assuiance given hv the Government of 
India of extending piotection after the war against unfair 
competition from outside to indiistiies created to meet war 
reqniicmenls arc some of the factors which stimulated the 
develojiment of Indian industiics since the commenceroen’t 
of the war. 

i At. the same time the development of Indian industry has 
had to leckon with ceitain handicaps, such as dependence oh 
foreign supplies of machinery, accessories, etc., lack of heat-v 
chemicals, shortage of experts and technicians, shortage of 
shipping facilities for developing export markets, etc, 

, The recommendations made by the Ameiican Technical 
I'fisslon (1912) are intended to lemove some of these handi- 
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caps and deficiencies in the existing industiial structure of 
India Among the industries benefited, mention may be made 
ol large old oiganized industiies such as the iron and steel, 
jute mill, cotton mill, leatbei and tanning, woollen, the papei 
and cement industnes Of special inteiest to India at pre- 
sent aie the new laige-scale industnes such as the aiiciaft, 
shipbuilding and alumimum 

Indian Industries 

§7 Industrial progress in India. — Indian industnes may be 
divided into two classes (i) Cottage industries cai'ned on in 
the home of the worker, and (nl Oigamzed industries of the 
new tj'pe earned on in workshops and factories, with which 
we will deal first, beginning with a shoit account of the 
principal modern industries developed in India. (See klap IX ) 
The following statistics give some idea of the advance 
in industnalizatioii made by India Accoiding to the letuins 
of Indian factones subject to the Indian Factories Act, the 
total n umber of fac tones in 1 939 was ll.fiBO and the total 
n'umber ^or~peIsofis employed 1,751,137 The total numbei . 
oT loi nt-stock comjianies registeied m India was 11,372 w ith. 
a paia-up capital of its ^304. crores m 1939-40, as compared ^ 
yitii ‘i,~blD~co tn pames w ith . a paid -up capital oi l-ts ai brores. 
m 1914-i^ The total numbei dTFdmpa'hiei iegistereT~elseI* . 
where than in India but working m India was 870 with a ^ 
paid-up capital of £745 million m 1938-9, as compaied With 
517 companies with a paid-up capital of £298 million in 
1914-15. Although the above figuies show some progress m 
industrialization' in India, organized industnes as yet play 
too small a part m the national economy as indicated bj’ the 
fact that the population engaged in modem mdustiy is only 
about 1 5% of the total popalation of the country 
§8 The cotton mill industry. — Among the laige-scale indus- 
tiies owned and managed by Indians the cotton mill industry 
leads easily. It was started at first in Bombay about the 
TToddlp. of the In st century, and even today Bombay continues ‘ 
to be its leading centie. In later years, and especially m 
recent years, up-country centies like ^medabad, S holapur, 
Hubli and Nagpur have rapidly developed ' owin^ to~meu- __ 
situation in ^e bell i t of tlie cotton - pidaucin gTiacfs ana'I ireir ^ 
“access To e xtensive up-countiy market s " and"plen ll ful lahoui, 
su pph^. Until the beginning of the present cehluiy the m- ' 
"dustry was mainly a spinning mdustry, but owing to „ the 
loss of the Chinese market for India’s mrll-made yarn, the 
weaving branch has greatly advanced, and at present there is 
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u tondcuc> to inwca^c tJic niamifacturc of finer counl&, un 
appreriitbli- .imoiint of long staple cotton lieing imjKHled iiotn 
tho U 8 A . Ka*,! Afiiea .nul else\\lu-i.* for this pm pose. Jn 
spjle of ute.'iMoiial setbaeK^ duo to famiue, Jil.igiie, fo/eign 
lompetition, Hiu't nations in foreign e.Mliarigo and high prices 
of cotton, tho iiulustiy has contmuod to expand, Tlio world 
v.fii of lt)l‘l-18 gave it a considciahle stimuhis o\\ing to 
docuM-cd foicign imjiorlh and Gmcrninonl pationagc in res- 
jH'ct of inilit.iri locpnicincnts m cotton goods- 'flic swadeshi 
njoicnjcitl lias al«o been helpful to its gioutli lOn tlx* other 
band, in iccont roais the iiKlii‘'tiy sufieiod from hade dopros- 
>-1011 and excessive eompeiilion from Japan in Jndian maikets. 
The Indian indm-tiy lias however been able hugely to over- 
come these ditlieulties with (lie help of the piotection it has 
onjoNod since 1027. .fapanose competition was fuilher regu- 
Jutod since by the I iido-Ja panose Tiade Agreement of 
1933-3, lenowed in 1937. 

The total niiinlwn' of cot t on nnll,s in India wns-S hS-JUld. 
tbo ninnbn plpeisons igixpji 3 .ved d-30 lakli s in f940. ns coiti-^ 
jia 7^~\T uir 27.l iniUs and d’OO Inkli.s of e mployed in 19 Jd. and, 
Irn? mil{s~fuid l‘t'tT~laldiV bi emplovT d iti T9Dfr~ "^J'1ie number 
oPniillh "in T877^was onTJ^STT The, total mill production of 
cotton piece-goods xxas ‘1,013 million yards, and. irapoils 579 
million yards in 1939-10, as compared with a total mill pro- 
duction of G78 million yards and irapoits of 2,288 million 
yards m 1901-5. Poreign imports have thus been substan- 
tially reduced. Allowing for hand-loom production, which 
contributes neniiy 25% of tho total cloth consumed in India, 
home production is now able to meet the greater pait of the 
total demand lor cloth in India. In 1935, on the lecorainen- 
dation of the Taiiff Boaid, the protective duly on imports 
fiom Lancashire was reduced from 25% to 20%' ad valorem. 

■ Recently (3939) it has been further reduced under the revised 
Indo-Biiti.sh Trade Agreement. Besides protection, internal 
reform is necessary to place ihe cotton mill industry on a 
sound footing In tho first place, the Managing Agency 
.system, though now regulated by law/ requiies fmtliei im- 
provement, and in the. second jrlace, the industry must in- 
tensify its eftoits to explore expoit rnaihets foi its'pioducts. 
The cotton mill industry has consideiably benefited iiy large ' 
war orders. 

§9. The jute mill industry.— Another well-developed large- 
scale industry in India is the jute mill industiy, which came 

' The Inditvn Companio"! Act (1936) Beeka to remove Inanj of the evils ot the 
managing agenej Bystem 
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into existence in Bengal m 38-55, when the fust mill was 
stalled near Serampore. The piogiess of the industry was 
slow during the fiiat thirty j’enis, and the expoit trade in 
juto mannfaciuies was negligible The wai oi 1914-38 led 
to a consideiahie expan-ion and to the piospeiity of the indus- 
try. which was called upon to meet the demand in th6 various 
theaties of wai for sand-hags for trenches, etc For manv 
years Dundee (in Scoiland} was the piincipal ccntie of ]ute 
nianufactuie Calcutta, howc\cr, now holds a commanding 
position in the rnaruilacture and tiade of jute In 1937-8 
theie weie 10.3 jute mills at woik. the number of persons 
emploted being 308,7tH) as compaied with the aveiage of 
1879-80 to 3883-4, when the number of mills was 21 and 
the persons employed' 38, 80t> 

The jute industi > enjoys certain advantages ovei the cotton 
mill indiisliy. In the fiisfe place, India enjojs a monopoly in 
jute. The organization of the industry also is moie efficient 
Unlike the cotton mill industiy, the jute mdustiy is highly 
centralized, the gieal majoiitv of mills being within a radius 
of 40 miles from Calcutta It is, however, largely financed 
and managed liy Euiopean capitahsts 

The jute industry did not escape the adverse effects of 
the world economic depression of 1929-32, to meet which 
the Jute itiills Association took steps to lestiict output Al- 
though a certain lecovery m the exports of jute manufactuies, 
which consist mainly ot gunny liags and hessian cloth, had 
taken place, the industiy was doing none too w'ell before the 
outbreak of the present wai The outbreak of the lecent war 
tiansfonned the depression m the industry info a boom, thanks 
to the feverish overseas demand, for all soits of jute goods 
But tins spell of prosperity has pioved to be short-lived 
,^10 Iron and steel industry. — ^This is a basic or key industry, 
and its national impoitance is gieat Its development is of 
recent date. The Barakar Iron Woiksj staited m 1874 on 
the Jhana. coalfields in Bengal and acijuiied in 1889 by the 
Bengal Steel and lion Company, was the successful pioneer 
in this new' field of India’s mdustnal development The next 
impoitant stage m the history of the industry was ushered m 
bv the formation of the Tata Steel and Iron Company, which 
was established at Sakchi m 1907 and began w'ork in 1911. 
The war-time (1914-18) requirements of the Government sti- 
mulated fuithei pi ogress, and a' laige scheme of extension 
was completed m 1924. In the same year protection against, 
foreign cbmpetition w'as granted to the steel and non mdustiy 
. as recommended by the Tariff Board It was lenewed m 
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1027 and lOdj Under new hi'utuilns, tbe industry ha': 
made stnkuig {iicigics-':. India iq now self-sufficient rcgaiding 
pig non, of winch the pioductiori lias luhaneed from 35,000 
ton? a{ (iie hegmnmg of the present oenuny to 1,838^000 tons 
m l030-j0 'J'he production of fini'^hod steel also has made 
con'-ideraiile headway, the total quantity produced being 
l,inii00{l toii-s 111 1030-10 as compaied ■with 139,433 tons in 
10} 0-17 'J'he steel and iron industry hap made considerable 
headway during the present wat. 

Hukeln (ronained .Tainphodpur) lias become a veritable bee- 
line of aihed mdustues. like tbe tin-plntc, wire and nadfe', 
railway wagons, heavy chemicals and other industiies. Tbe 
future of iho industri is bright in view of the giant natural 
ad\antagc-> of neb and abnndant iion ore deposits' near coal- 
fields and adequate supplies of othei law materials, and a 
laigc* home market. 

!;11, Tanning and leather industries. — ^Tbe indigenous tanhingr 
indtistty is an old industry m tlic emmtry, wliicli produces 
a huge supply of hides and skins fcow-hides, goat-skins, 
hiitTalo-liides and siieejiskinsU which may be regaided as the 
hy-piodncts of agriculture. These were largely e.xported to 
Genimny, Aii.stiia and tbe U.S.A. in the past, and e%cn 
todfi} are not fully utilized at home. Eurojiean methods of 
tanning were first introduced liv the military autboiities for 
hainesp and other military requirements A Government 
(hanie=s and paddlesl faciorj-' was set up at Cawnpore in .1860. 
Private factories followed, and' Cawnpore has thus become 
the main centie of the leather trade m India Since then 
other centres like Bombay and Madias have also shown con- 
siderable piogiess. The tanning and leather industij’ ex- 
perienced great prosj^erity during the war of 3914-18 owing 
to the patronage extended to it by the Indian Munitions 
Board, which required large quantities of army boots and 
shoes. The industiy is desemng of eueouragement by' pio- 
tection. There is also considerable scope yet for internal 
improvement. The 'present w-ar has given considerable sti- 
mulus to tbe leather and tanning industries. ' 

§T2. Cfaemioal industries.— The development of chemical in- 
dustries, especially tbe heavy chemicals like sulphuric and 
hydrochloric acids, is essential for the general economic deve- 
lopment of a modern country. These basic' industries are as 
yet poorly developed in India ^and laige foreign imports 'are 
necessary The war gave a stimulus to many chemical indus- 


: See oh. 1 , §9(u). ' 



1 industrial development si 

SimiW nnff ^ sources of law materials for heavy chemicals 
moS f deficieut if oDly the vauous mineral ores were 
p I eily treated. Striking success has aheady been achieved 
n tJie manufaetme of sulphuric acid—a key industiy foi all 
■Wiemie^ industries Protection; as recommended bv the 
granted to the mdustiv m 1931 until .tl 
A aicii 1933, Since then it has been continued only m the 
chloiide Since the beginning of the wai 
■ot IJdJ- 4.0 the industiy has been expeiiencing expansion and 
ai\ersincation. Diugs and medicine and some heavy chemi- 
ca s like soda ash and snlphmic acid are being manufactured 
in the country. 

' Psper-making. — The modem papei industry of India 

1870, when the Bally Mills were established on 
1 whose neighbouihood is still the piincipal centie 

of the industiy The Titaghtn Papei Mills were established 
in 1882. In 1938-9, theie weie 13 paper mills in India, for 
viiich the recent war has provided an eia of prosperity owing 
tOjthe drastic curtailment of impoits and shaip use in the 
price of paper. Se\eial new concerns have recently been 
boated Sabm 'grass, .wliith grows abundantly m noithein 
mdia, IS the principal lav raateiial used, although the Indian 
lapei Pulp Company makes papei from bamboo pulp This 
new developnie.nt is full of promise. Uiidei the Bamboo Paper 
Industry (Protection') Act of 1925 renewed in 1932 and 1939, 

■the industij' has had the benefit of piotec,fion The Indian 
production of paper amounted to 1,416,000; cwt. in ]939-40 
compared with imports of papei and pasteboard aggregat- 
ing 2.701,000 cwt. in the same year 
, U4. Other industries. — Mention may be mad^ of two jndus-, - v 
^ries, namely, the sugar and match industiies, 'winch have 
rapidly expanded in recent vears under the stimulus given 
protection. The cement industry has also shown remaik- 
^ble expansion since the war of 1914-18 and has leceived a 
further stimulus during ’ the lecent war The total produc- 
tion of Poitland cement, winch is comparable as regards qua- ^ 
lit}’ with the British product, inciea«ed from 945 tons in 39J4 
to 593,000 tons in 1932-3. In 1937-8 it had nearly doubled 
Jnipoits are now, negligible, being only 11,000 tons in 1939-40 
'Other industries' winch have made .some progress and give pro- 

■ ss'r s hS ""o 'r 

.s «lso to the new 

recent war such as the alummium mdustr.! , the aircratt and . 
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the sliip4mil{iin{j iiuliisttteR. A imxxthcv of flcrtir wills, rice 
mvlb, cotiou gins and jires-ses, nulvay workshops, and tile 
and brick factories are scattered thioiighoiil the countrj'. 

§15. Survival of cottage industries, — Competition of niachine- 
made goods lias alrcadr been fatal to some of mir old collage 
industries Wlioie new methods constitute a definite advance 
on the old methods, they mu-t he mlroduced. But some 
kind of planned orderly let real should be made possible for 
those engaged in the old type of cofiage indtiPtry-~oven if 
this retauls industnaliaatiQu to snme extent. Jn this p.art of 
oiu subject shall honever he concerned not witli old m- 
diHtnes ^\hlch must Fooncr or later succumb, hut with tho.'ie 
v\inch have it m them to .‘'Urvive and prosper even undei 
modern conditions. Those indtistrje« which je'piiro simple 
tools and which arc closely connected witli agricultuic have 
generally nothing to fear from iactory goods. Tlieie aie also 
cases where tlie arti.s,ins have successfully adapted themselves 
to the now conditions and have Jeaint to use supenoi raw 
< materials and better tools. 'The oeinei has taken to the mill 
%arn, the djer to synthetic dyes, the brass- and copper-smith 
to sheet metal, the hiacksmith to iron i oiled in convenient 
.sections, in each case with advantagc'to himself trom lessened 
cost of pioduction which has greatly extended his maikct. In 
some districts in Lower Bengal, the wenvens use the fiv -shuttle 
slay e.xtcnsively, and it is gradually coming into use elsewhei'e 
also. The tailors invaii.ably employ sewing maclnne.s, and 
toon artisans lodily take to mipioved tools of Euiopean and 
American manufacture, _ln soum^casesj lie goods jiroduced 
yre such that t hey degupt admit of the erapdovniimT^f maclu- 
■ ant^ afge -scnle piro^^onT ~TF6 Bmi^ ~to Jlhej^arket 
^jamLoImorelmtima^layw^ tlieyons ume i? wants may 

fiuther turn tjie .sc.ale’ m favour o7 the' cottage,3vo3iet\'~'TIiiu’^^ 
“sonieTciMs'of lieadyivonr. 'dJioUs andharis made b^yrihe hand- 
loom weavers have not been di.splaced by modern factories. 
The weavers of Dacca, Murshidahad, iMadnia and Benares, 
those engaged m making embroideries in Lucknow and Delhi 
and lace in Suiat supply commoditie.s for which the demand 
in the country has not been seriously affected by competition 
with similar machine-made articles.' The metal worker, the 
shoe-maker, the goldsmith, 'the tailor, the confectioner, and 
other craftsmen fall into the same category- and are similarly 
piotected.’= Workei.<; in the various cottage industries are still 
vastly more numerous than those engaged in organized indus- 
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tries. The problem of pioperly fitting in cottage industries 
alongside of large-scale industries in the future scheme of in- 
dustrialization of the country has recently (1938) assumed con- 
siderable importance m connexion with the policy of mdustnal 
planning for India favoured by the Congress Party. It has 
further come into prominence in connexion with the war- 
production programme m the execution of which the cottage 
industries, like the cotton and woollen hand-loom industries, 
are playing a part of no mean value. 

We shall now examine the position of some of the most 
important cottage industries. 

§16. The cotton hand-Ioora industry. — Hand -weavmg. stdl pio- 
vldes subsist ence for about six million p eople. The position 
ot the hand-weaveFlF^rongTiTlEe case'bf^oods which are 
either verj' coarse or refined and artistic, because here he can 
hold his own against machinei}'. The hand-loom supplies 
. nearly 25 °/, of the t ota 1 demand. ioF~ cIofir i n Xpdia Since 
about 1922, the weaver has suffered severely from foreign 
(especially Japanese) competition as well as the competition 
of Indian mills. While a certain amount of textile production 
has been diverted from the over-worked mills m India to the 
hand-looms durmg the recent war, the hand-loom weaver has 
had to reckon with shortage of yam and' high prices 
§17. Woollen industry. — Under the Moguls, the manufacture 
of woollen carpets had reached a high pitch of excellence. 

' Carpet-weaving at the present time depends almost entirely on 
foreign demand, which absorbs about 90% of the total pro- 
duction. The mdustry is in a languishing condition on account 
of the ignorance and poverty of the weavers and the absence 
of organization. 

, Another woollen manufacture that is widely prevalent in 
the country is that of the coarse rough blanket (kambli). Many 
shepherds and agncultuiists pursue it as a by-occupation. 
Having regard to the facility with which the raw materials 
can be obtamed m every pait ^ the country and the big size 
of the home market, the industry has possibilities, which 
deserve to be carefully examined. It is noteworthy that the 
recent war has given a big stimulus to the hand-loom woollen' 
industry’’ which has been called upon to supply large quantities 
of blankets to the array. 

§18. Sericulture and silk manufactures. — Sericulture is prac- 
tised more or less successfully in Bengal, Kashmir and Mysore, 
and wild ,silk is produced in the Central Provinces, Bihar, 
and Assam. Both sericulture and silk-weaving have remained 
in depressed condition owing' largely to competition from 
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.Titpiin, China and the Vtiited Slates, Most of t)je silk nov,' 
exjtorted )s j» iho iojiu of waste or cocoons, because reeling 
ta done so badly in Jiulm. The Indian weavois Ibemselvcs 
prefer (he won- even re-i eeled ('hniese or Jajwncsc aiDc to the 
home-made product. J5tfort« ftie being made, rspccmily in 
Bengal, to impro'o the (jnaliU* of Indian .‘•ilk. The Agiieiil- 
tiinil Di'p.'U tmeiit in that proAonce runs tfto ‘■ei icviHnml sebools, 
A barge numbci of seed fanns have ub’o been started. The 
Rtudents trained ,it flic ('iwerwiieul schools are given .awards 
and aic pimided with ‘seed stocks* froin Government rmr- 
hcnes Attempt.s ,ire also being made ni Assam, Mjsoie,' 
and Kashmir to cneounige senciiltine. Grants amounting to 
Its. 93,000 have iccentlj been (lUoitcii to various provinces 
to enahle them to set np ‘•cliernes for tlie benefit of sericultiii m 
Tlie mannfaetiire of .<dk goods would .seem to enjoy ceifain 
upechil adianrages in India and ought, to succeed. Laige- 
scaie production is inoic (Ufficolt thiin in the case of cotton, 
and has h.iidly yet made a hof'tmiin" in India. Again, silk 
manufiicturei.s being of the nalure of luxury goods admit of a 
great diversity m workmansliip. whicli makc.s them eminently 
suiUible for cottage industry. There is also a heavy irnpoife 
duty on foreign manufactures. The recent war Jias given 
a stimulus to the silk industr\ wliich has been called upon to 
supply silk cloth for making parachutes. 

§lt). Other cottage industries.—- 'The piesent position of some 
of our Village industries has aheadj been discussed in Chap- 
ter IT, Wc have also discussed the question of industnes 
aubsidian to .agriculture. Tiieie are numerous other cottage 
industnes such as cmbroideiy avork, ftinntme, metal and 
cutlery, gold and silvei thread, pottery, boap-making and 
'bead-manufacture. The jiolicy to be followed with regind 
to each of them must dcjiend upon the lesults of a detailed 
investigation. / 

§20 Methods of aid to cottage industries.-^TJic first step is 
to decide which of the old cottage industries have a chance 
of prospeung under present conditions .and to consider whether 
any new industries could with adv,ant.ige be started. 2 l T he 
next step is to consider means to help the small artisan to 
establish himself firmly and securely. Suitable provision foi 
manual training and instruction in crafty is an hhvious neces- 
sity. Special industrial schools like the weaving schools in 
the Bombay province should be established. Tlie question 
of making available cheap raw material of good quality arid 
introducing more eSicient tools and implements by practical 
demonstrations and otherwise should receive proper attention. 
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' Assistance could also be rendered in the form of technical 
,advice and by giving the artisans new patterns and designs 
likely to be popular.^p^n attempt must be made to provide 
the handicraftsmen with the requisite capital through co- 
-operative credit societies and perhaps also through industrial 
banks.-^Quite as important as an} thing else is an effective 
marketing organization The Arts and Crafts Emporia at 
Lucknow and Lahdre have been moderately useful The 
establishment of Provincial Marketing Boards, licensed waie- 
liouses, and co-operative wholesale depots should also help. 
In Bombay Co-operative Industrial District Associations have 
been established at important centres for facilitating the sale 
of hand-loom products. Seveial ot the provinces have passed 
State Aid to Industries Acts to enable the Government to 
encourage suitable cottage and other industries A sum of 
Bs. 5,75,000 was allotted by the Government of India to the 
Provincial Governments from November 1934 to Match 1936. 
With the assistance of these funds various schemes for the 
development of the hand-loom weaving industry have been 
started The Bombay Industrial and Economic Survey Com- 
mittee (1938-40) has made a number of useful lecommenda- 
tions for the grant of aid to cottage industiies, such as the 
holding of periodic exhibitions, creation of permanent muse- 
ums, a special state-aid organization for the purpose of finan- 
cing the cottage-workeis and a liberal store-purchase policy 
in relation to cottage industnes. 

Industrial Labour 

§21. Migratory character of Indian labour. — must now 
discuss certain important questions relating to industrial labour 
in India. The factory labourers in India do not constitute a 
wage-earning class exactly corresponding to the factory labour- 
ers in Western countries In those countries, the labourers 
form a peimanent class of purely industiial workers, with no 
agricultuial interests or attachments. The Indian factory 
operative on the other hand geneially comes from a village and 
he always maintains his connexion with the village where 
he has his home and Ins bit of land and his family looking after 
it. Eiom time to time he visits his village, and even if he 
is not able to go as often as he would like to, almost invariably 
he returns to his village after his superannuation He goes-' 
to the city because he must. He finds it moie and more 
difficult to make a living m the village. ‘The city, as .such, 
has no attraction for him . . . Eew industrial workers would 
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remain in industry if they could pccuic sufficient food and 
clothing m the vi'llage, they are jiushed, not pulled, to the 
city.'* Tile fact that the lubouier does not develop any per- 
manent interest in his einployraent m the city is a source^ of 
weakness in many ways. All the same, the T^abour GommiEsion 
has p-sprofsed the view that m the present circumstances the 
link with the village must he regarded as a distinct asset and 
ihat file aim t-hould be nut to weaken it but rather to strengthen 
and regularize it. 

§‘22. Scarcity of labour. — Complaints are sometimes heard 
that there is scarcity of labour in India. This is true so far 
as the supply of sldlled labour is conccnicd, and we have 
ah early indicated the rcmedio.stohc adopted in this connexion. 
Por tile rest, owing to increasing pressure on agricultural 
land m the ^^llage combined with the growing facilities for 
tiavel .and comrnumcation, more and moic people from the 
countryside are showing a willingness to migrate to cities to 
avail themselves of whatever oppiortunitics may be there for 
securing emplojment. 

The position in this respect would be further improved , 
if labour were recruited directly by the mill managers in- 
stead of through middlemen or iob|i*ers. The jobber, because 
he is insfiumental in securing employment, comes to acquire 
•‘great power over the ignorant and often helpless worker, and 
generally abuses it. More and more factoi-y .•'owners are now 
giving their attention to the question of direct recruitment. , 
§23. Labour legislation in India. — ^In order to attract workeis 
and make them contented and efficient, conditions of life 
and 'labour in the cities must be made more tolerable. This 
IS a matter which can only be dealt with satisfactoiily by 
legislation, and now the Jaw tries in various -ways to make 
things easier for the workman. Tlie Factories Act of 19.34*^ 
prescribes a daily as well as a weekly limit to the horns of 
work m lactones — the daily limit being 10 hours and the 
weekly Imiit -54 houis in all ‘perennial’ factories. Childien 
are not to woik for more than 5 hours per day. The Act 
also pio-ndes for rest inteivals and a weekly holiday - The 
law also insists on certain conditions "with regard to ventila-- 
tion, light and temperature being ohseived to secure operatives 
against danger to health or serious discomfoit. 

Under the Bombay Shops and Commercial Estabhsbments 

* Labour (Whitley) Commtssioh Jiepori, p 4. 

* The earlier Factory Acts were passed in the' years 1881, 1891, 1911 and 
1922 There are separate Alines Acts tor the protection of lahour employed 
in mines. 
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Act (1939) hours of ■work in shops, commercial establishments, 
'restaurants, theatres and other establishments have been regu- 
lated and a weekly holiday made compulsory. 

In the interests of ■W’omen workers some provinces like 
Bombay, the Central Provinces, and Madras have passed 
Maternity Benefit Acts by which leave of absence is given 
for a certain period before and after confinement, with a suit- 
■able wage allowance during the period of absence. 

Each province has appointed Factory Inspectors whose 
duty IS to secure the observance of the Factories Act. The 
Inspectors can compel the factory managers to take suitable 
steps for the prevention of accident or injury to the workers 
from unfenced machinery ...etc. Some of the Local Govern- 
ments have made rules requiring the provision of first-aid 
appliances, sterihzed dressings, etc., for the benefit of workers 
who may get hurt in spite of all precautions. The Work- 
men’s Compensation Act was passed in 1923 and it has sub- 
sequently been improved by several Amendmg Acts of 1929, 
1931, 1933 and 1939. By this means the worker or his 
family is compensated for ceitam kinds of injury, or death, 
according to a fixed scale 

The Payment of Wages Act (1936) regulates periods of 
wage payment and seeks to regularize and restrict deduc- 
tions from wages 

Labour legislation has received a further stimulus owing 
to the been mteiest in the welfare of labour taken by Con- 
gress Ministries when they were in power in the provinces, 
especially in Bombay. 

Special labour legislation similar in principle to factory 
legislation has been enacted in the case of mines, railways, 
tea-plantations, etc. 

§24 Housing. — One of the biggest problems m industiial 
centres is Connected with the housing of labour. The present 
condition of housing is most deplorable and there is terrible 
overcrowding and congestion in factoiy towns like Bombay. 
The labourer is not so much housed as ‘warehoused’. The 
vast majonty of the woiking classes live in single rooms in 
filthy, insanitarj’^ surroundings It is impossible for the 
labourer to live a noiinal health}' family life in these condi- 
tions, and in fact many workers are forced to leave their 
families m their villages. Improvement Trusts, Municipali- 
ties, as well as individual employers have made some efiorts 
to remedy this serious defect. But much more will have to ' 
be done before we could be said to be anywhere near a satis- 
factory solution of the problem. j 
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Welfare work.— There are otlioi actiMlies than lliope 
noticed abo\e which hiitc for tlieir object the miprovoinent 
of (he liCiilth, patety and ^>^0110™! wcU-bein'r, and the indiife- 
ttiul eflicicncA . ol the woikei, v;hich aie groujiGd together 
under the name of ‘welfare work’. Some of the more enlight- 
ened omphners have %ohint.irily instituted wclfaie sclienics 
for the benefit of their operatives. Sometimes institutions 
like the Y.M.C.A., the local Social Service League^, and the 
Depressed Classes ^lission Society have rendeied valuable" 
assistance to emploiers m organizing wclfaie work or liave 
independently org<uii/ed it themselves. The Government of 
Bombay ba\o leconth started labour-welfare cenlte.s in Bom- 
bay. Welfare work is concerned with education, medical and 
luatcrnity benefits, lecrcation (in the form of games, cinemas, 
lantern slide lectures ns counter-atti actions to the lujuor-shop 
and the bucket-shop), housing, gram and cloth shops, workers’ 
co-operative societies, tea-shops and canteens 
§•26. Trade Union movernent. — All those activities should* 
strictly speaking, be initiated and controlled by the workers 
themselves. Laboui can best lielp itself liy standing on its 
own legs instead ol depending on outsiders. In the western 
countries, labourers {losses., powerful aud efficient associations 
of their own m the form of Trade Unions, which take care 
of their membeis’ inteicsts m every jxissible way. It i« a 
good sign that m India also a similar movement has been, 
started. Its piogiess heie, however, is not comparable with 
its progress in the west The leadership of the Indian Trade 
XJmonb IS still largely in the hands of middle-class people 
who, although they may be well-intentioned, do not always 
understand the needs and the difficulties of the woikmg classe.s. 
Sometimes it may hapiien that they have political and other 
motives besides tlie good of the workers Anothei weakness 
of the Trade Union movement in India is due to the fact 
that the labour force iiv most of our industrial centies is 
heteiogeneous in character and the workers may come from 
different places, speak different languages, profess different 
religions, and so on. Effective combination in such ciicum- 
stances is a matter of great difficulty. Widespread illiteracy 
among the workmen is another serious handicap. And lastly 
we must refer to the floating character ot Indian laboui . Even 
when the labomer stays for years m a city after leaving liis 
village, he does not necessarily work at the same establishment 
f but may change his employer any .number of times. A man 
who IS thus constantly on the move from factorv to factorv, 
cannot be a very useful member of a Trade Union or anV 
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other association Gradually, hoi;\'ever, matters may be ex- 
•pected to improve m all these respects The Trade Union 
Act of 1926 seeks to encourage Trade Unions calculated to 
promote the obvious interests of the workers. Trade Unions, 
which get themselves registered under this Act are subjected 
to certain restrictions intended to secuie proper management 
of their funds and to direyt their activities into proper channels 
As against the lestnctions, the Act grants ceitam privileges 
and concessions not available to the unregistered bodies Tor 
example, the Act grants immunity from civil and criminal 
liability to officials of the registered Unions acting in further- 
ance of all legitimate objects of the Union. The tormation 
of strong Trade Unions is essential not only to safeguard the 
interests of the wage-earneis but also to promote the orderly 
progress of industry. 

§27. Present inefficiency of Indian labour. — ^We have indi- 
cated above the mam directions in which improvement of 
labom conditions is to be sought. Such improvement is cal- 
culated to create a more contented labour force. It will also 
increase the efficiency of Indian labour which, by comparison 
with western labour, must be pronounced to be inefficient. 
The European w'orker no doubt gets higher wages, but Ins 
outturn of work more than justifies the high wages. In thi^ ' 
sense Eulcpean and American laboui is really cheaper tliim* 
Indian labour. "At the same time it should be borne in unnd 
that the difference in efficiency is moie a matter of e^ijyiron- 
ment thari of lace. Tlieio is no leason to despair oUmaking 
Indian labour quite as efficient' as European labour/ provided 
the necessary conditions for_,progreof'^\'C’‘* ' wided in^the shape 
of educational facilities, vigorous public Ik® eneaF^iies, decent 
housing, etc. The possibilities of increasing. ' 7;/;ncy through 
an increase of tea qes' should also be caiefully e.4ilored. 

§28 Industrial harmony. — ^In recent years the frequency^ of 
industrial disputes has been growing in India, and the impor- 
tant question of maintaining haimonious relations between ' 
workeis and employers has been leceivmg the serious attention 
of the Government. The (Central) Trade Disputes Act was 
passed in 1929, and it was put on a permanent basis in 1934 
The Act provides for the setting up of Courts of Inquiiy 
(consisting of independent outsiders) and Boards of Concilia- 
tion (consisting of repiesentatives of each of the parties to 
the dispute) with the intention of having the issues clearly 
framed so that the public may be m a position to judge fairly 
the rights and the wrongs of a dispute. Disputes are not 
settled , compulsorily, but reliance is placed on the force of 
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[»ublic opinion to bring about poacc. YnTious provinces have 
alb'o appointed special oftjeers whose duly is to do all 
possible to pi event industrial strife. In Bombay legislation 
was passed in 1931 and 1938 for slrenglbening Ibo inacliinrry 
tor pioicnting and settling industrial disputes. The Bombay 
Indiistiial Disputes Act (1938) jirovides for compulsory con- 
eiliniion; wbcicas the Central Act makes conciliation voluntary. 
Vi'i Industrial labour during the war. — Broadly speaking, 
the war has affected the industrial worker in this country in 
tno ways, through changes m wages and costs of living and 
through changes m conditions of work and employment. To 
meet the increased ' cost of living dearness allowances have 
been granted to many classes of workeis, often on the recom- 
mendation of the Government who have been anxious to 
maintain industrial peace during the war. To this end they 
ha\c adopted measures for pic\ention and speedy settlement 
of industrial disputes. The nai has also impaifed urgency to 
further social legislation foi the henelit of the industrial worker. 

GrsiJMi Suiun 

Jndufirtahxotion n hitjhlu druraVtc for India It «j)) merpase t)ie iicattb 
(if tlip country, guc it grentor economic Rtnbilily, nifttc itn people more alert 
and progressive and offer scope for tlircrsity of talent. It vvilgwWt; dtHj-ease 
middltsclnss iincmplo^mcnt, itenefit (lie public trensu ' rlirotigh increased 
fnvaMc capacity, and di'Cournpe hoarding by tre-'.og profitable avenues for 
the employment of sarings. It «ill rten add, 1() our military ehiciency. 

The GfAcrmticnt in this country vas jor a long time indifferent to indus- 
trialization A -neiv tra sceiup-L Jo. Ifave begun mth the creation of the 
Imperial Department of Con-jf^c and Industries in 1905. But Gorcrnmcnt’s 
policy on ^the vholc contijiiied to ho on the old laisiez-fatrc lines until the 
uar of lOII-li. iim^pcCtedly forced it to adopt a more liolpfu] attitude. 
The Indian MuutWBs Board, estaWished in 1917,' gave a great stimulus to 
indnstrinl enterprise in India. 

I’BOITOTIO^ A^D oTUiat IUeiscjics op Statf Aid 

' After that iiar, according to the recommendations of the 'Fiscal Commis- 
sion of 1921, Indio entered upon tlic period of discriminate protection, and 
31 number of modern industries have sprung up in consequence. But besides 
protection, "ne must Imve otlicr things for securing real progress ra industrial 
de\clopmenl, such as a sound and helpful haniing and transport system, 
and effectivo organization of marleling and commercial intelligence. Edu- 
cation must be such ns to male the general outlook of people more praclicnK 
Technical and commercial schools must be started, ond on adequate supply 
of skilled labour of siipenisors and managers must be ensured The Go\ em- 
inent must be prepared to help Indian industries by patronage, finance and 
• by suitable legislation . 
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Tlic present -ftar has gnen fnrther stimnlus to the mduEtrial develop- 
meht- of India and the State has considerably liberalized its policv. 

INDIAJJ ISDCSTMES 

Indian industries fall into two clasBes (i) Cottage industries, and 
(ii) Organized industries Although industrialization has been advancing in 
India, especially since the irar, organized industries as yet play a small 
part in the country's economic life. Colton, jute, iron and steel are among 
the few large-scale organized industries 

The Colton mill industry is the leading industry — its principal centres 
being Bombay, Ahmedabad, Sholapur, Hiibh and Nagpur In spite of 
vanons adverse factors it has steadily expanded, especially m consequence 
of the stimulus it received during the ■car of ldl4-18 Increased competi- 
tion during the post-rvar period, especially from Japan, has made the grant 
of protection to the industry necessary since 1927 In 1940, the total number 
of cotton imlls in India i\as 888 ‘ The industry is mainly financed by Indian 
capital and its management is largely in Indian hands It is experiencing 
considerable expansion during the war. 

The ]Ute industry is to Bengal what the cotton mill industry is to 
Bombay. Both have progressed side by side since the middle of the last 
century. There -were 105 jute mills in 1937-8 the great majority being situated 
round about Calcutta India’s monopoly of jute gives the jnte mill industry 
a great natural advantage. Its expansion was greatly favoured by the war 
of 1914-18, and India today occupies a leading position m the manufacture/'' 
and trade of jute The jute, industry suffered owing to economic depress^ 
and had had to adopt a joohey of restricting output. Although the prs^nt 
has not benefited industry as much as the last war it has on the/whole 
strengthened the position of the industry. x' 

Iron and steel, a basic or bey industry, has shown remarkable progress 
■since 1907 with the establishment of the'^^ata Steel and I^n Company 
at Sakchi (Jamshedpur). It received a G'sving to t^ purchase of 

various requirements by the Government during tl. '^’r ^,,1914-18, and 
has enjoyed the benefit of protection since 1924 TheT j'^wy has received 
a fnrther big stimulus during the present war It has a —great future before 
it havmg regard to the very substantial natural advantages it possesses 
The tanning and leather industry has the advantage of a large supply 
of raw hides and skins, much of which is .still exported to Germany, 'the 
U.S A , and other countries Apart from the old indigenous tanning industry, 
a modem tanmng and leather industry has come ‘into existence at Cawmpore, 
Bombay and Madras The war-time (1914-18) purchases of army boots and 
•shoes, etc , by the Government contributed substantially to the progress of 
the industry A similar result is being produced by the present war. There 
IS however still considerable scope for internal improvement 

The chemical industry like other industries was favoured bj the war of 
1914-18; and has been fnrther stimulated by the present war Even today, 
however, it shows several deficiencies Its further development is essentia) 
for the industrial development of the country. 

The paper industry, started in 1870, now claims 13 mills, with Calcutta 
as Its principal centre The bamboo paper pulp industry, which has received 
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prutcttion niTiip I'U'i hlir.v s pnimiM' Other tndiiririrt are llic miffar, 

iiiafdi, (ciDcnl. oil-iiiillini;. pIufR, printing ml., coal, potrolciiin, and tea nidiiS' 
irifi of tlU'O mJiiRlric'K hare licnrfitid Iij (lu> preiRril nnr. nliioh 

lias nl '• till- i",tulilif'hmrnt of neiv mdiif.inc'i f<iir!i o« aircraft, 

Rliip.tiiiil.liii(.' mid nttimiiiiiiin 

IVi crt ^ III iiiodfrii iiulii'ilriCH m-cd iiut iiccfKianlj be fatal to all our 
oil! iinliiftriir W uli proper aniRtame and guidance there it «'• 

rea<.'/ri aIi\ iiuite a ihiimWt of tlie“i' tliould not ivintiniic to cxifil and floiiriib. 
A hint iii.nie exploration of the uiltage Midii<iln'cR is itcci's'ar,v in order 
tli.it 1 I lieu shape tlieir fiitiiro and help the artuan'i without sacnficing 
national intere-tR One of the one t imp'irtant and the most vu'dr-spredd of 
oiir industries ii, the hand loom winxiiig indnslrx, which still fM-tipics stweral 
iiiillton piople and wlm.h has hcen migled out hr the Gmernineut for special 
attention The woollen indiut’-i in mine of its hranches would also heeiii 
1(1 have eotjsidernlile survival value even under present conditions Pen- 
culture and silk nianufiu tore", enihroidcrv wxirk, fiiriiitnre. metal and tiitlerj:, 
IKiller) and soap-riiaKing arc among the other small-scale ludllstniR of India 
calling for ,arefiil investigatinii 

It irf notewfirthv ihnt some of the eoltagi indiiBlries espeeiallv the erdton 
and wuilleii hand-Uxnii indiistncs, have hceti favourahlv nllceted by the 
rcciiit war, by reason of tlicir ruiitribiiiron to war production. 

Industries wliidi are found to dtsenc emoiirageinent imghl receive it 
III various fonns, e.g. manual Irattiing and instruction to artisans in schools 
spuinlly started for the purpose, provision of rlirap and Tclinhle raw material, 
of new patterns and designs, practical dcmunslrations, arts and crafts exhi* 
bUions and cmiioria, marketing lioards, lieenvcd warehouses, rcssjpcralivcr 
dc[)cri?, and limincml subventions. 

s l.NDcsTr.iA),~Ijvmiur. 

One of Ibe peculiarities of onr iiidiistrinl labour is its migratory character 
Most of the labourers have l>ee£,j, born and brought up m rural flurroiindinga 
and they has"' no idea of linking the industrial towns their permanent 
lionu'B They cpnie,,j, the citiC’ unwillingly, driven by economic necessity. 

The feeling .abour scarcity should grow less as the supply of shitted 
labour increases and as bousing and other conditions in the cities become 
more attractive Factory legidalwu (based on western models) has already 
made considerable progress in India and aims at regulating hours of work. 
protc'CtTng labourers from injury to health or serious discomfort while at 
ji‘ork, and giving special attention to tlio interests of female and child labour. 
Similar legislation exists in the case of shops (m Bombay), mines, planta- 
tions and railways Other items of labour legislation relate to workmen's 
compensation , payment of Wages, maternity- benefits, etc ViTnoiis .official 
and non-official efforts are being made to improve the bousing conditions, 
vvhich at tirtsont arc terrible, and welfare work of different kinds is being 
done tor ameliorating the condition of factory workers AVorkers have also 
begun to organize themselves into Trade Unions The progress of the Trade 
Union Movement is, however, hampered by illiteracy among workers, absence 
of working-class leadership, the heterogeneous character of Indian labour and 
its agnciiliural interests The Trade Union Act of 19-20 has been passed 
to help legitimate Trade Union activity 


V 
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As cohjpared -nitli European labour, Indian labour is undoubtedlj ineffi- 
cient Tins inferiority is not due to inherent defects but to the absence of 
a. suitable environment under which efficiency is developed 

Industrial disputes have of late been growing in frequency in India, and 
the Trade Disputes Act of 1929, with its provision for Courts of Inquiry 
and Boards of Conciliation, is intended to prevent industrial disputes from 
Arising or from las'ting too long The Bombay Trade Disputes Act (1938) 
makes conciliation compulsory before resorting to a strike. Further iiiaclii- 
nery was devised during the recent war to secure prevention and prompt 
settlement of industrial disputes 


y 

TRANSPORT AND TRADE 

TnANSPORT 

§1. Importance of transport. — good system of communica- 
tion by land, water, and, we must now add, by air, is one 
■of the most important of all the conditions foi the prosperity 
■of a nation. It bieaks down the isolation of the different 
parts of a country and increases the contact between town 
and village to the advantage of both. It is the very life and 
soul of trade and acts 'as a stimulus to both agiicultuie and 
^ industiy. Improved means of commipiication and convey- 
ance are essential r/or the free movement of men and goods, 
raw' materials and ‘finished products, and loi the piopei utili- 
zation of the resources of a countij’ Difficulties of communi- 
cation have been largely removed in modern times by railways, 
the telegiapli, motor and other foims of tiansport 

India is a sub-continent and the natural obstacles m passing 
from one legion to anothey are foimidable. Communication 
often breaks down in the ramj' season. Natural wateiways 
are less important m India than m England. Till tlie middle 
of the nineteenth century the means of communication were 
veij defective in India. There were only verj' few trunk 
roads constructed by Indian rulers, chiefly by the Moguls. 
Many of the so-called roads were mere tracks and were impas- 
sable during the rainy season. They were also fai from being 
safe.' Pack animals, were the only means of access to manv 
. parts of the interior' The state of communication was even 
more unsatisfactory m peninsular India ’With its rugged moun- 
tainous territory and the podi facilities for water transport 
■ except on the two coasts. We have already explained how 
the self-sufficiency of the Indian village was mainly the lesult 
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of (lio unperfect means of communication.'^ A \critable social 
and econoinift revolution has been offccleil by the construction 
of a netwoik of railways and roads finm the time of Lord 
Dalhousie, ttho initmte’d a tigorous public works policy. 

I'be lians{)ort situation may be considered under four main 
heads RaiUvajs, Hoads, Watei Tianspori and Air Transport, 
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Periods of Indian railway history. — ^'i'he Indian Railway 


sistem extended u^cr 11,05*2 miles at the end of March 1941. 
Of these the State owned *20, .580 miles (7*2 per cent) and 
managed 10,85*2 miles The total capital outlay on all rail- 
ways amounted to Rs. 850*78 crores. The following ten 
periods m the histoiv of Indian railwaj's may be distinguished. 

(0 The old Gnaranice Sii(.lcm 0814-09). — lllic first pro- 
posals for the constniction ol niilwat..- weie made m 1844, 
and contiacts wcie made i'oi the construction of two small 
railway Imos near Calcutta and Bombay with the East India 
Compaii) and the Great Indian Peninsula Railway Com- 
pany rcspcctii oly. It was, iio\ve\er, Lord Dalhou&ie's famous 
Minute on the subject m 1853 that g.ivc a decisive turn to 
the Government’s policy of construction of lines by railw'ay 
companies incorporated in England and enjoying a guarantee 
given by the Government of a specified minimum return, 
or late of inteiest on the c.apilal invested. Lord Dalhousie 
uigcd the cieation of a s\stcin of trunk Infos nhd emphasized 
the gieat social, political and commercial' advantages which 
the countrj’ would thereby der^e. Private capital was not 
then available in India for railway consti notion. That is why 
the guarantee system was adopted. Accordingly, between 
1854 and 1860 contracts w'ore entered into with eight com- 
lianies for constructing and managing railways in different 
parts of India, the rate of interest guaranteed ranging from 
41 to 5%. The Government reseived to itself certain powers 
of supervision and control and the option to -purchase the 
lines after twenty-five years or fiftv years, on ceitain fixed 
terms. Any surplus profits, after the guaranteed interest had 
been met, weie to be shared by the companies with the 
Government. The early results of this system, under which 
the companies had no incentive to • economical management, 
were 'disappointing, and it proved to be a great drain on the 
resources of the State.' 

(li) State const ructwn and management (1869-79). — 
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Government therefore decided that so far as capital for nej 
lines was concerned, the- State should secure for itself til 
'full benefits of its own credit and cheaper methods of con-- - 
stiuction. This policy, under winch the Sind and Punjab lines 
were constructed, had however to be soon abandoned owing 
to the financial difficulties of the Government. 


(ill) The new Guarantee System (1879-1900). — Accord- 
ingly the Government decided agam to utilize the agency 
of guaranteed companies. Contracts were made with new 
guaranteed companies such as the Bengal-Nagpui and the 
Madras and Southern Mahratta lailway companies Under 
this system, the lines constructed by the companies were 
declared to be the property of the State, which was entitled 
to terminate the contracts at the end of tw'enty-five years 
after repaying the capital provided bi' the companies. Interest 
at 3^% was guaranteed during the period of the contiact. 
Under this new guarantee system, the terms weie in every 
respect more favourable for the Government than befoie. The 
companies were allowed to manage the lines when completed. 
In subsequent years, when the old and new contracts ex- 
pired, the Government purchased the lines and either trans- 
ferred them to State management as in the case of the 
Eastern Bengal or Sind-Punjab lailways, or handed them 
over again for management to the same companies, as in 
the case of the East Indian and G.I.P.^ railways. In this 
way the State came to be the owner of the bulk of the trunk 
lines. Until recently, however, the management was left 
0 the companies subj'ect to Government control, exercised 
hrough the Bailway Board which was created in 1905 The 
ast of the contracts (i.e. with the Bengal-Nagpur railway) 
vill expire in 1950. 

(iv) Rapid axtension of raihcays and commencement of 
railway profits (1900-14) were the features of the pre-war 
period of 14 yeais. In 1908 the ‘programme’ system was 
adopted, under which the Government laid down for the 
futuie the standard of £121- million a year for Capital expendi- 


ture on railways. Loans were raised in England for this 
purpose. The commencement of railway profits was due partly 
to the general economic development of the countrj' and partly 
to the expansion of in-igation works in the Punjab and Sind. 

'A (v) Breakdown of the raihcay system (1914-21) —During 
period there was a serious breakdown and deterioration 
^awb^ railways, partly owing to the war-time pressure on 
^‘^^nd partly owing to the curtailment of the annual pro- 
^lie of capital expenditure. 
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(\i) The Acwortb Committee. — An tncrhnuiing of niilnay 
(KihcA was o(u'clcc] on thti rcconimfiidatiolii of ii special nni!- 
i\a\ Coiuiintteo pieajded ovci by the hitt* Sii Willtjuii 

Acuoith Tfio (’(miniiltec favomed f^tate tnanupement of 
iiie J.uiuaib, and also advorated constniction of new line-i 
.In State u^eiitn It mtu be added that Indian public ojanion 
iiitb aiu.ns vti'onply eppo-ed company management. Apart 
fiotii profits tal-en out of India hv the Coinpanies, the ebai^re 
apamst them was tliat Uioir )>ohcv was iinsympailietic towaids 
Iiuiian national intcie^i"^. l''ar from lielping Indian mano- . 
fiu'turcrb and connnerte it bcctned actually to dwcrmnnaie 
.irraiiisi (hem AKo, rcaiit attention v/ns paid to the conifott 
of the third oKiss pas'-enjAci- from Mlioni the main part of the 
radttays ixnemio na^ demed. Under the new policy , the 
(Ireat Indian I’enin^ula, tlie East Indian, the Southern Pim- 
jah, the B B. <t (.' I. and .\ssam-Bon”ul railtvayb li.ave been 
trnm-fenvd to State manageiocnt. Tlie Ilailuay Board was 
also icorgiinjzed It is the agenc\ ihrough which the (Tovern- 
meiit of India exciciscs effective Mipenision over the whole 
railway sy.steni m the country. Largci funds were also made 
avaiK'iWe for capital expenditure on railw'ays. 

.\nothei change m admtinstratiou vvus the separation of 
(he Kailway fioiii (icricial finance m J02i), ns lecommended 
hy the .Acuoith Committee m order to nisuie the lailways 
being nin iis a coinmcicial concern. Under the new nrrange- 
merit the railway. s arc required to rnahe a bpeCial contiihutioii 
to the genenil levenue?, 

^4. Recent railway history. — (vii) 7.034-6 to 7030-30: the 
Separation Convniiion. period oj i>ro<tperttp.-—The first six 
years following the introduction of the separation convention 
were years of prospenty. 

(\iii) 1030-1 to 1035-0 ' — But the laihvayshad to face .six 
yeais of adversity^ following the economic depression and the 
pTowmg competition of the load.s. 

(i.xi 193G-9: Partial Ptccoccrij and Pailir.ay Jitqtdrtj . — 
The railways turned the corner and began to pay their w'ay in 
1936-7. p.artly owing to the iccovery of trade and prices and 
partly owing to retrenchment m expenditure, the need for 
which was emphasized by the Raihvav Inquny Committee 
(1956-7) presided o\ei by Sir Ralph Wedgwood, The Com-j 
mittee made valuable suggestions conceining almost, evew'’^ 
Aspect of jaihvav w’orklng for jinproYing efttciency and eU 
ing economy. Some of these suggestions have already-'^)- — ’"I 
put info force. > ‘ . 'j 

(x) Indian raiiicays during the recent war . — 


\ 
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radways have once again been called upon to handle heavy 
traffic and to meet abnormal demands on their transport capa- 
-01 ty. Much of the coastwise traffic and road ti-affic has been 
diverted to railways owing to scarcity of Shipping and petiol. 
Partly owing to the heavi' traffic and partly owing to increased 
lates and fares theie has been a shaip increase in lailway 
profits, and the lailways now contiibute large sums to the 
general revenues. 

§ 0 . Federal Railway Authority. — Under the 1935 Constitu- 
tion of India the actual admmistration of railways will be 
placed in the hands of a Federal Railway Authority which 
is to be the executive authority of the Federation in respect 
of the regulation, construction, maintenance and opeiation of 
railways. 

§6. Economic effects of railways. — The laijways have con- 
feiTed substantial advantages on the country They have pro- 
moted the efficiency of general a dminis t iatio n and of milita ry 
■ defence , and have contributed to the cultura l progiess of the 
country. Their economic effects liaveUieen equally sti-iking. 
Famine relief in a countiy like India depends in an efficient 
railway system for the quick, conveyance of food-stuffs to 
the affected areas.* The railways promote e'conomic advance, 
tend to equahxe prices throughout the country, cieate new 
employment and make possible a more even distribution of 
the populatio n. The economic isolation and Eeljlsutbciency 
of' tim village have been broken down by lailway develop- 
ment Agricultuie has been commercialized, i'.e. the agri- 
culturist grows not only for subsistence, but for pnofitjjy the 
■«ale of his produc e, for which he now command^^ wider 
maiket owing to the extension of railways. Not only najiaaah 
trade but also trade with othe^cou ntries has been stimulated 
liy^ie facilities for rapid conveyance of goods to the ports 
for shipment abioad and from the ports for distribution in 
the interior. On the other hand, the railways have led to 
certain undesuable results, such as the rapid decay of Jndi„ 
gen ous_mdust iads , due to the 'intense competition of madnine- 
made" goods which the rgiilways could carry to the rSmofest 
parts of the country. 

§7.‘ Need for further railway development. — On tlie whole, 
however, the -benefits conferred by laiLways^ outweigh their 
drawbacks, and speaking of the future there is ruore and not , 
less need for railway development, > especially in the rural 
areas which are inadequate!}' served India’s backwardness 

’ " . 1 See ch viu, § §0 7 • < 
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m iiUl\\a\'^ flo'selojiratinf 'lOicii xu!!) oiltci' <'Ounirie-> 

If. thmvn l)y ihc fact tliiit, aia S‘2 JoiJos of line 

{•or Ml iriilcb in the them me only 2-2 milefi of 

line }'<■! luit ‘^q. uiilcs in Indm. Along with i mlways constnie- 
linn if 1 " albo iiiTO‘.'.Ti y (o develop and encouiagc indusf.rie« 
coiUK led with riiiiwayf!. The railway intes policy should 
aim at fintlu'iing iho gcrieial industrial development of the 
(oiui:'\. Theio cxNts at picsent a Kuilway Kates Ad\asor\ 

I nmi'iitteo to in\c-ligate complaints of undue piefercnoe, high 
i.iie. lade of rousonahlc facilities to trade, etc., and to make 
i« coinniendutions to llie Govcinineni on those matteis 

]h>n(ls 

Road history. — As alreadi pninied out, good loads neic 
few 111! the middle of the last ccntviiy. Jjoid William Bentincb 
mnned the idea of a highway connecting the noitli of India 
vith Pn'iigal The losiilt was tiie cohstmetion of the Gland 
'i uinis Kuiid linking Pesliawai v.nh Kcllii and Calcutta. 

A new di.aptei in the histoiv oR loads wa= opened by 
IjOid lAilhoiisie. who initiated a moie viiroious toad policy. 
A Cential Piililic Works Depaitment wascieated. and snnilai 
depaitnients iveiv o.stablishcd in each of the piovinces in 
bSjo ivjilaruig the old illilitary Board- wliicb till then had 
hi-en in cliaigo ol the roads. As mil way conytinclion pro- 
ceeded apace, ii hecanic nocessaiy To btnld loads to feed the' 
raihvass talbei than to compete with them. Tiunlc roads, 
howevei. came to be neglected, the Goveinincnt being more 
mtciested financially in the iiiofitable woi Icing of raihvavs. 
The piogic.ssne policy of Tjord ISfayo and Lord Ripon witli 
legaid to local self-government, under wlncli local control 
over local .affairs was provided, gave some slim ulus to road 
development The total mileage of estra-municijial roads 
inamtaincd bv public authorities stcadilv increased and it 
stood at 28:1,191 on 31 Maich 1938. Of'theso G3,706 mile<i 
were metalled loads and 220,485 unruetalled loads. 

§9. Main features of India’s road system. — ^The main featmes 
of India’s road sj'stem may be briefly described, Theie exist 
four tiiink loads stretching across the countiy, with which 
most of the important .snbsidiaij* roads are linked, (i) The 
most famous of the trunk roads is the ancient marching route 
for armies, known as the Grand Trunk Road, which stretches 
light across the northein part of the countiy from Khyber 
to Calcutta; the other three connect (iij Calcutta with Madras. 
(iii) Madias with Bombay, and (iv) Bombay with Delhi. 
These four mam roads account for about 5,000 out of the 
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64,070 miles of extia-mumcipal metalled roads (m 1937-8) 
in British India. Southern India is most favouied both 
regards the number and the satisfaotoiy character of its sub- 
sidiary roads. The worst-served regions are Eajputana, Smd, 
parts of the Punjab, Orissa and Bengal Aiadity, spaiseness 
of population, unbridged and unbridgeable waterways, diffi- 
culties of the ground (as m the lower Himalayan leaches), lack 
of suitable road-buildmg materials, etc., are some of the obsta- 
cles that have pi evented more rapid pi ogress Besides metalled 
loads there is a laige mileage of kachlia (unmetalled) roads 
(220,485 miles m 1937-8). 185,044 miles of these roads pio- 
vide quite good going for motor tiaffic dm mg the dry weathei 
§10. Need for more roads. — Considering her size India is 
extremely poorly equipped with roads. The deficiency is all 
the more keenl}’- felt now that motor tiansport is advancing 
by leaps and bounds and creating a new range of problems of 
load construction and maintenance As agamst 2,500 miles 
of road per 1,00,000 of population in the U.S A , India has 
only 84 miles While the countryside is crying foi more 
and better loads, much difficult}' is being experienced in mam- 
tainmg even the existing roads m a tolerable condition Eoads 
controlled by the local bodies aie in a particularly bad state 
because of the pool resources of these bodies The country 
needs a perfect network of arterial and feeder roads for the 
smooth conduct of her extensive internal and external trade, 
for the development of industries connected with the prepara- 
tion of agricultural produce and for the proper exploitation 
of' her valuable forest resources 

§11. Rail-road co-ordination. — ^The development of roads, 
however, need not adversely affect the railways In fact the 
railways will deiive considerable benefit from such feedei 
roads. While load motor traffic has an advantage over the 
lailways so far as lighter traffic and short journeys are con- 
cerned, the railways will be a more convenient and econo- 
mical form of ti'anspoit for heav}' loads and longer distances. 
On the whole, roads and railways aie complementary to each 
other rather than competitive In recent j'eais increasing 
attention is being paid to^he need for co-ordination of rail- 
road transport The question was discussed by a specially 
convened Eoad-Eail Conference at Simla and was later (1937) 
examined by the Wedgwood Inquirv Committee. On its 
recommendation the Motor Vehicles Act was passed by the 
Central Legislature (1939). It provides foi the regulation of 
motor lorries and omnibuses so as to ensure their being run 
as a public utility concem by Transport Authorities estab- 
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lisbed m o.idi province. It abo givet tbe Provincial Govern- 
ments poweis to control road trun.sport so as to avoid semelees 
competition heUvccn Ibo railviii^'S and fcbe roads. This now 
legislation i.s expected to result in establishing a co-ordinated 
system of transport. Road competition bus been considerably 
curtailed owing to petrol rationing during tlic recent war. 
^12. New road policy.— -A special Eoad Pevelopment Com- 
initteo was appointed in 3D27 to consider India's road pro- 
blems. The Cominittoe.etnpbasiited the necessity of a compre- 
iiensivo road policy and of co-ordination of local programmes. 
It pointed out that load deveiopment was pa'ssing beyond the 
financial capacity of Provincial Go%*ernmonts and local bodies, 
and was becoming a national interest which .should therefore 
to an increasing extent bo a charge on central revenues. It 
also recommended that local bodies should receive more ‘liberal 
financial assistance from provincial funds. 

In accordance with the Hoad Committee’s recommenda- 
tions, the import and excise duties on motor spirit were 
increased from 4 to 0 annas per gallon in March 3929. The 
proceeds of the additional duly wore allotted for expenditure 
on road development, being credited to a separate Road deve- 
lopment Account. Tlic annual grant, after allotting 15%' to 
the Government of Indie (till 1934 only 10%), is apportioned 
among the provinces on the basi.s of Ibeir respective petiol 
consumption. These grants arc made for expen^ture on such 
schemes as are approved by the Govemor-General-in-Conncil 
with the advice of the Standing Committee on Hoads of the 
Central Legislature. In order to secuie co-ordination in road 
matters, periodic Road Conferences of provincial representa- 
tives with the Standing Committee on Roads are held. This 
policy was placed on a more or Jess permanent basis in 1934. 
A further Road Resolution (1937) has empowered the Govern- 
ment of India to resume the share of a province if it fails to 
control and regulate motor transport within the province, 

IFflter Transport 

§13. Inland waterways. — Water transport, played an import- 
ant part in the carriage of bulky commodities before the era 
of railways, and even today it continues to play by no means 
a negligible part in inland, trade. On the whole, however, 
in spite of the relative cheapness and certain advantages in 
the carrying of large cargoes, water transport has failed to bold 
Its own in inland trade since the advent of the railways. 

Water transport falls under two divisions ' (i) Inland 
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waterways and (ii) Marine transport. Inland water ti-ans- 
port as supplied by the great river systems of northern 
India. ^ The Indus, the Ganges and the Brahmaputia are 
navigable by steamers all the year round for hundreds 
of miles above their mouths or above the heads of navi- 
gable canals traversing their deltas. The tributaries of 
the Indus, the Chenab and Sutlej are open to small craft 
all the year round. The rivers in the peninsula generally do 
not, however, lend themselves to navigation, as they are not 
perennial and pass through rockj' beds. But the Mahanadi, 
the Godavari and the Eistna are navigable in their upper 
reaches. Inland navigation, which was largely resorted to 
in the old days (e.g. the Ganges was a great natural highway 
of commerce) has received a setback since the appearance 
of railways. The Industrial Commission (1918) urged the 
co-ordination of railway and waterway administrations with a 
view to reheving the existing congestion in the lailway system 
and meeting the needs of small-scale transport in the countrj . 
§ld. Marine transport, — ^We have already referred to the 
extensive coast line of India. India appears by nature to 
be meant to be a sea-farmg country and may well aspire to 
be one of the principal carriers of the world.® TiU about the 
begmning of the nineteenth century she could be spoken of. 
as a considerable maritime country. She had a flourishmg 
shipbuilding industry, and the bulk of the commerce in the 
Indian seas was then carried in ships built in India. The 
introduction of iron-built ships, improvement of naval aichi- 
tecture, and the jealousy of the English shippmg interests 
brought about the decay of Indian shipping. India’s shaie 
in the coasting trade amounts only to 25 % , and in the oceanic 
trade only to about 2%. This highly remunerative branch 
of business is at present controlled by foreign shipping com- 
panies, whose competition prevents the rapid development of 
an Indian Mercantile Marine. The adoption of devices of 
unfair or cut-throat competition such as deferred rebates, (i e 
the grant of rebates or refunds of a certain part of the freight 
paid at the end of a specified period, provided the^ shipper 
or merchant does not send his goods by any other line) and 
rate-cutting have hampered the development of Indian navi- 
gation companies in the coafetal trade in India. The Indian 
shipbuilding industry is in no better position. 

§15. An Indian mercantile marine. — ^The need for the deve- 
lopment of an Indian mercantile marine was stressed by the 


See ch i. §i. 
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Mercantile INIaunc CdiumKUv (102 it. nhieli recammendecl 
tlvc rcPciAatiou of (lie ooastwl tiadr* fo*' phips eonlroliofl by 
Indian'^. Vn nixsuccesaM uttenipt was made m 3025 by ssir 
S. N. Tfnj! to piouioto .i l*ili in the (Jcnti.il J/eejsiatnre for 
the rosorvino of coastal traOic for Indian shipping, and n puni- 
tar fate attended frcsli nliamph made inoro lecontly (iOST-S). 
On tho locoinmcndntion of the Indian ^fciamtsle Marine 
Committee the Ooveuimeut h.m, hov-ever. provided a training 
diiji !l M M T S. Dujjmn's for Indian cadets. 

The picsent nai ha- einjihu-ized the unponauco of e%'eiy 
mantmio country hnUding its oiui ships in its own y.uds. 
rfteps have lecently (1*3) li been lakcn to cstahH'di an- Indian 
dnp-binlding yairl at Vwug.qiatam h\ the ftcindia Steam 
Navigation Company, ulncii has ruceivod coitain facilities 
fiom tile tlovcrnment of Indio. 

A 

.tir Trnns'port 

sUG. Air transport. — Since the war of I0l>i-3S civil aviation 
lias made lapid piogrc-s and lia-s initiated a far-rcaclimg re- 
lobitioii in the iranspoit sv.stom of the woild 

Inteie.st in oml .manon in Indna was nionscd by ihe in- 
angnration of a jiostal air-raai} .service between Kavaelu and 
Bombay largely on the initiative of Lord lAoyd, Governor 
of Bombay (IGlS-d.Ob Tlie iuangui.ition of the Prerrch and 
JIvrtcb air services acro-s India, logalar neeldr Imperial Air- 
ways Service between England and Kniaclu (until its susjien- 
sion during the joernt war), the introduction of the Empire 
mail-scheme and the goncnil incicoBe of civil aviation in all 
parts of the world have stimulated both the Govermuerrt and 
the public. Besides tlie new Goreinment Department of 
Civil Aviation, private enteiprise has also come forward and 
there are at present ten .leio-cliibs which give instruction in 
aviation. Thcie is a growing organization of trunlr-air-lmes 
in India. The Government of India have encouraged aviation 
ijy granting subsidies to Ihe flymg clubs in India with a vieiv 
to reducing the higli cost of training pnlots and by instituting 
civil aviation scholarshijis The value of aviation to business 
does not yet appear to be piopeilv appieciatcd m Indra but 
the prospects ate- not altogellicr .discoutagrng. 

The war has gieatly incieased the -uigency of developing 
aviatioir rn India and has led the Government to take moie 
interest in it by way of ' expanding the Indian Air Force, 
which was started on a small .scale in 1932, and by encourag- 
ing the establishment of an aiicraft factory m Bangalore. ’ 
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Ejtcrml Trade 

-5:37, History of India’s foreign trade.— As lon^ ago ns Oou i c 
India ii.id t'-Htabliclul iiading ••onncMons i\ilh j3ab\lon. Egapt, 
Iloinc, Gu'oeo, C'lmia, Ir.in and Aiabia. 'I’liis' early tiadi 
uas in rare ami costh coirnrioditux, the piituipal .uncles of 
exfHirt being fine lexule uianulactuies, metal ware, ivory, 
pirfumes. d\e-slutl- spiee=. etc , while the iiuporis consisted 
of bnisv. tin, load. vino< boi-o‘^, etc .ind of a laige (}uantity 
of gold. Tlie In'.! item aiiggosts lui excess of exports over 
impoits. which has alw.us been a teatuie ol India's 
foieign ti.ule. Eming the ^^l)s|eln period, comimmuations 
established with India ihiougli the Noith-West Fioiuiei en- 
couraged the oveiland trade of India with Iian and toiinliies 
to the noith. TowmuIs the end ol the fifteenth centiny an 
all-sea lonie to India na the (.’ape of Good Hope was dis- 
oo%ercd by Vasco da Gama, and thus was established the 
fateful contact between the east and vest Four western 
Emopean jiowcrs struggled lor the monopoly of hade with 
India. These woie Portugal, Holland, England and Fianre 
England w.us destined ultmiateh to tiuimph over the othei 
nations, and the East India t'ompain, winch was foimed m 
1600. .succeeded in capturing the tinde of India and inciden- 
rally became the first teiiitoiial power theie The nineteenth 
century ■witnessed a change as to the naime and the direction 
of India’s foreign tiade and India came to export large quanti- 
ties of food-stufis .and law m.iteiiah, .and to impoit, inamh , 
inamifachued goods. 

1J18. Growth of India’s foreign trade. — ^India’s foieign trade 
began to expand lapidly aftei 1.^01). wlien the .Suez Canal was 
thrown ojicn for navigation. Tlie constiuction of railw.avs and 
10 , ids in the counti-j' also pioinoted the development of ex- 
iernal as well as internal tinde Exjioits increased fiom an 
average annual xalue of Es 55‘SG croies for five years of trade 
during 18GI-5 to 1.808-9 to an average of Bs .‘351 cioies pei 
vear foi the period' 1024-5 to 1928-9. Duiing the same period 
imports lose in value from Its .3i*7 cioies to Es. 231 crotes 
The mam causes 'of this guraih were the establishment of 
peace and oidei. impro%-ed means of commumcation tinclud- 
ing the la 5 ing of the submaiino cables between Bombay and 
Suez), the great improvements in naval arclntectuie and lajiid 
growth of mercantile marines in other countries, removal of 
internal customs baiiieis and tl.ansit duties in India, and the 
adoption of the policy of fiee trade. For a long time Great 
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Britain natiiiany occupied a predominant position lu tho 
Indian market. Since the close ot the la^it conturjf. however, 
Germany, .Tapan, the tJ.S.A., and other countries have come 
m as .=;enous conipctilors of Gieat Britain. During llio ivar 
of 301t-lh, Japan and the U.S.A. greatly increased their shaio 
m India’.s foreign trade, and before tlio recent war .Tapane.se 
goods Iiad been ousting not only British, but even Indian 
goods in our own matkcls. The War of 1914-18 gave a tcin- 
poiaiy setback to India's foieign trade, e.specinlly to tbc import 
tiadc. The export trade did not sufi'er to the same extent as 
tiiere was still considemble demand for India’s staple exports. 
The termination of the war was followed in India as in other 
countries by a trade boom, which m tuin was succeeded by a 
rindc dcpie.s?ion. After a temporary jih.ase of recovery, dur- 
ing the year? 1929-33 the W’orld passed through an economic 
depression of unpicccdcntcd seventy which seriously affected 
India’s foreign trade. The e.xport trade suffered more than 
the impoit trade owing to a relatively much bigger dro]") m 
the prices of raw materials and food-stuffs as compared to 
manufactuies and owing to diminished world demand for 
India’s staple exjiorts. The export trade declined in Value 
lo Es. 136 crorcs m 1932-3. The lowest value of impoit 
t.iade, namely Ks, 117 croros, was reached in 1983-4, Sub- 
sequently there was partial lecovery following a general 
recoverj’ in the world demand for primary commodities and 
raw materials. The value ot the' export trade (excluding 
Burma) dm mg 1930-7 was Its, 392 crore’s and of the import 
trade Its 144 ciores. The balance of trade in private mei- 
ebandise, which used to be gieatly m favour of In&a in former 
years, shrank to Bs. 3 ciores in 1932-3 but later partially 
lecoveied This recovery received an unexpected setback with 
the advent of the business ‘recession’ in 1937-8. which also 
affected India’s foreign trade. 

^19. India’s foreign trade during the war period (September 
1939-45) . — The outbreak of the wai in Eiuope * in Sep- 
tember -1939 changed the Indi.an trade position and the whole 
outlook was tiansfoimed from pessimism into optimism.' 
The total exports lose from Es, 169 exores in 1938-9 to 
Es. 214 croies in 1939-40. The total value of imports rose 
from Es. 152 to Es. 165 crores in the same yeai The trade 
situation underwent deterioiation in 1940-1 w'hen import® 
declined in value to Es. 160 croies and expoits to Es. 199, 
crores. The following year, in spite of the dislocation of the 
international tiade, exchange control lestrictions in respect of 
' exports and impoi-ts, gi owing shortage of coinage, higher iri-' 
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suianco and freight ratcs^ showed an apjneciable improvement 
in trade more in respect of oxiioits than imports. The inciease 
in trade with Empire countries and with Allied countues like 
the U.S.A. has thus compcii'^utcd foi the loss of the conti- 
nental markets and latterh' ol the Japanese and other Par 
Eastern maikcts 

%’20. Main characteristics of India’s foreign trade.— The fol- 
lowing two tables (I and II) show the compaiative importance 
of the principal articles imported into and exported irom 
British India^ in 1940-1 and two pieceding yeuis 

The most outstanding characteustic of India’s trade is- 
that the bulk of the exports Irom India consist of food-stutls 
and raw materials, while the bulk ol the imports consist of 
manufactured articles Owing to the industiial development 
since the war of 191 4-18 the percentage of exports of manu- 
tactures t-o the total exports has lecently shown a tendency 
to increase gradualh 

The present war, by accelerating the industrialization of 
the country, lias stiengtlicncd the tendencj" of the percentage 
-of exports of manufactiues to total exports to increase. Con- 
nariwiso there has been considerable increase in the imports 
of raw material, such as raw cotton, m the war period. 

.Another characteristic of India’s foreign tiadc is that 
while the import trade consists ot a wide range of articles, 
the export trade is restucted to a comparatively few great 
staples like raw cotton, jute, tea, oil-seeds, and food grains. 

The third noteworthy feature is that Gieat Britain holds 
a piedominant position in our foreign trade, especially on 
the import side. On the export side, while she is the most 
important single customer, the aggregate of that trade is 
more evenly divided than the import trade between a num- 
ber of < counti les.- Lastly, India’s foreign trade normally 
shows an excess of exports (in merchandise) over imports, 
i e. a ‘favourable’ balance of trade (see §24 foi an explana- 
tion of this feature) considerably decreased in lecent years ” 
!:21. Principal articles of imports and exports . — We shall 
fiow discuss the lelative importance of commodities (i) on 
the import side, and (n) on the exjioit side. 

On the import side, cotton and cotton goods still hold the 
place of honoui, though the percentage proportion of total 
imports has appieciably fallen owing to increased production 
of cloth in the country itself, and the distuibed political 

' 1 0 the foreign trade of jiorts in British India 
’ See Part I, ch. 'cii, S4 


’ See also §22 
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‘siJnfitix)!! jn H’conl \cajs 'Die wai h!i‘> led lo ft iinlhei decline 
m Iho loipoit'^ ol jMete-y;o(xl« and to an increase in hoirie- 
inodnct.ion. 'I’lie iinpoiis of rollon jm'ce-goiMK, v,’hs&Ii foi- 
iiierly <anii niainh I'loin Tjancu‘'lnK', eauic fioiii .Tapan befoul 
till' fuH/nii: of .lapinose > in .lnl\ JUU- .la]j.in thus 
appieci.ibh uiiua'>ed her '■li.iie in ilie Indian niarkot and 
WA', I viTuaiK u\al of Lanea-'lnie well aa of the Indian 
Hiilh Tile nnpoit«, of law cotton arc ah'o inLiviesin" owing 
to thf growing luo of siiperioi ]onir-^ta})le eotion in our milk. 

tiram, pitke and /Join . imchinery and mdl-n'orlc — the im- 
poits of which hu\e eoii'^iduiably fallen since Ihe beginning 
(if tlio recent wai-— minoiai oik, \ chicles, metals and ores, 
-dk, d\eiiig and tanning Mihstanccb, in^trunicnts. apparntii". 
and appliances, wool, raw nnd inuniiinclined. paper and 
jiastehorud, choniicak. dings and medicines, v.O!c otlicr aitu 
<le- of nnpoit ol eonsuleiablo iinjiorhinee. 

'J’ABLE J~/nipor/.s’ 

Till.' following inblf", slio,v the comparntoe imporinnce of Ih,- pnntijirl 
101010(1 importoii into .111(1 t\i")tt('tl from JJnlicli finlin m ilio %V.ii~ 

I'KIO-W nnd 1910-1 

iln luWi*- of riipo,'.!' 






Terccnlage na 

j 

1 

is.is.b 

103940 

1910-1 

total imports cf 
mcrcbandiBo' it) 

j 




19)0-1 

Cotton nnil lotion qoodd , 

'cd.oir' 

"22,10” 

20,82 

13 27 

Gr.am, inilco .ind llotir 

19,7f> 

21,80 

13,35 

9-15 

OiK 

l.I.Gl 

18,02 

21,03 

Id 41 

Machmortr nnu intllworK 

19, or, 

11, CO 

11,10 

.1,41 

7-12 

Arfifra.if mJIc 

O OJ 

'f,5.'> 

,3 47 

Dveinp mill tnnninp miIiO.thi 0 = 

3,11 

3,01 

5,30 

3 38 

Instruments, iijiparalus amt applianios, 

■5,83 

5,5S 

1,98 

1,28 

348 

Wool, raw and niawifartuu'il 

2,82 

‘ 2,10 

2 7.3 

Taper and pasteboard 

.3,23 

3..1C 

3,94 

‘2 52 

Wood and timber 

2.87 

2,70 

2,69 

186 

Trovisioiu and oilman's stores 

2,18 

2,03' 

2.20 

14) 

SpiCCB 

2,r>ft 

2,51 

2.19 

MO 

Drupn and nu‘dicinc'5 

2,20 

2,01 

2,18 

3 40 

Hardware 

2,67 

2,20 

2,00 

J-33 

Tiiqnors 

2,11 

2,19 

2,00 

n23 

Silk, raw and manttfaelnrcd 

' 1,91 

1,82 

1,72 

I'lO 

Hnbbcr inanu/nctijrea 

1,30 

1,)8 

1,50 

1.31 

99 , 

Tea chests 

90 

83 

80 

Xobaoco 

1,01 

1,17 

1,81 

86 

Pamts and painter*;’ matcnnl*; 

89 

1,02 

1,02 

05 

Fruits and i egclablcs 

1.34 

1,21 

1,02 

•05 

Glass and glassware 

1,25 

1,02 

86 

•55 

Alamires 

3,05 

1,25 

80 

•51 

Buildings and ongineenng inoterials 

82 

60 

GO 

42 

Bolting for machinerj 

■19 

53 

in 


stationery 

07 

04 

57 

36 

All other ariiole*; 

37,54 

•42,21 

10,40 

25 83 

Total %ahie of Imports 

1.62,36 

"165 28 IfjO.TO" 
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The Joi U>J2, li)Ti .'iml li)}i aic lU. 101-40 croiv.^-. 

.U<^. Bfi 17 tio;e>' .tiui ]?> flO'Go rwne-^ JC‘^j)ecti\ely, The de- 
fjjne !ti :*'<■ f.t\otu.ibIc lialunci* jb thu; to prcatcr avaiiabihh’ < 
(d n>-c^i]Ui''i .uid (.epital fTood-, .mti hienasecl hieilhie*? for im~ 

(} cJil. 

The ‘drain’ theory. — India’t. ijaiiuttal oxee*-'' of c-xpoii^ 
<n< ’ !' iiu" {lueii iibe to tiu* ‘dr.mi tiicoiy, which at 

■ 'tu' 'an liHuiii'd liuyc in ctonomu: dKciib'-ionn hi iba conntty. 
r}>e exti'-- hfc- lu'cii loolrcd upon by bonic people ns a measure 
I'l !lit rr'hiife paid bv India to Enuland owing i-0 Jier political 
o.iu'CMon It IS clear that for her varioiw outgoings (tn- 

‘.iirh ,')■! mtofcst on cijuhil borrowed abroad, 
"dlant' .uni {leii-.ioiis of ottiocis p.nablc abioad, profits ot 
hankers, and shipping and msurance couipantost India tC' 
conns s.,ji.-> kind of iciuin; iutfc the question is whcthei the 
jotuin ^ in even \\!i\ adtqualn. In an c\cu>otitafy hook 
hhe this H is iK.t possililc to deal nith the pros and cons of 
this < ( ntro\i"Ks> , and t)ic iiilcrestod jendei iniipt be rclencd 
to om j.Titc! work.* Apart iumi thr> question of adequiUe 
I of urn, n is elcaijy dcpiiablc to lessen the amount of the 
ilonif (harms and orhoi debit items of India, stiy by icduciiifi 
iitii hiiriooings abji’ad, by Indiauiring the chul and military 
sir\i(,<.', and gonotahy (w ciwouRiging the (.conomic dc'.clop- 
nunt ot rhe comitrj, and equipping it nith its onn hanking. 
shtji])ing and msuianco organization, Fimn this point ol 
\K'W ne mm welcome the very considerable icduction in the 
sterhiu! debt of India, a lesnli of the icpaination of sterling’ 
opeiaiujiis cairicd out especially since the conmienccment of 
the war." 

§26 Land-frontier trade . — la spite of her extensive land 
irontier of 5,000 miles,*’ India’s iand-fi’onticr trade is very 
limited owing to the e,\'istence of only a few openings or passes 
hko the Bolan Pass on the North-West. Fiontier. There has 
fiom ver\ ancient times existed a ceifain trnnsfiontiei trade 
with countries like AXghamstan. Cential Asia, Jian. Nepal and 
Tibet. The principal imports are fruits, vegetables, nuts, 
raw' wool, law silk and living animals The main exports ate 
cotton goods, .siigai, raw cotton, tea and leather manufactmes. 

Internal Trade ' 

§27, Coasting trade. — The intemai tiade of India falls into 
two sections : (i) the coastal trade,, and (ii) inland trade. The 

‘ Indfdn Econonnes, rol II, clx. \( 

\ * See -iiso ch. rii. 


* Esclndjng- Burma. 
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total coasting tiade of India amounted to Its. 73'9 ciores in 
1939-40,' The coasting tiade between Burma and India — 
which has since its sepaiatiou iiom Biitish India in 1937 
passed into the categoiy of the foieigii tiade of India — is of 
special inteiest. Biiima’s iiiipoits aie coal, cotton piece- 
goods, jute bags, pulse and betel-nut, while it- expoits aie 
I'lce, kerosene oil, petioleum. candles, teakwood and timbei 
In the foieign as in the coastwise trade of India, the piincipal 
poits aie Bombay, Calcutta. Kaiachi, Madias, Cochin, 
Tuticorm and Chittagong, the fiist four being moie important 
than the others 

§28. Inland trade. — Iiulia, nnhkc the United Kingdom, is 
more vitall}* interested in her mteinal trade than m hei ex- 
ternal trade, having regaid to her big size, large population, 
vast and varied resouices and the dueisity of her physical and 
climatic conditions The improved means ol communication 
and transport have also gieatly added to the volume ot this 
trade Accoiding to the official publication Inland Trade of 
India for 1920-1, the total trade was neailv Es 1 500 croies. 
This accoidmg to some ciitics is an undei-estunate ^ Jhe 
total quantity of inland trade in the mam cominoduies was 
828,219,000 maunds in 1939-40 as compaied with 628,464,000 
raaunds in 1933-4 The impoitaiice of the inland tiade is 
not always duly lecognized, and dispropoitionate attention is 
'pffid to the external trade There is a gi eat need loi a 
vigoious policy of iosteiiug inteinal tiade especially since our 
exteinal tiade has latteily diminished considerably and is at ^ 
the mercy of aihitrarj' forces which we cannot control 

The principal tiade centies of India, apart lom 2^*^’ 
tprincipal ports of Calcutta, Bombay, Karachi and Mad . , 
are: Cawnpoie, Delhi, Amntsai, Agia, ja oie, ^aies. 
Lucknow, Nagpm, .Tnbbulpore, Mir^pm, Maduia, Gwal™ 
Dacca, Simagar. Sholapur, Amraoti, Hiffie-rabad CDeccan), 
-Mlahabad. Jaipur, Baroda, Bangalore /D'sme 
§29. Coramercial intelligence.-As compaied 
vanced countries hke Geimany, Japan and ^ m 
India’s commeicial intelligence system and T^xv 

aie poorly developed Increasing attention is. ’ 

being paid to this mattei. Theie is the 
consisting of the Depaitment of Commeicial In . - 

Statistics, also the Indian Trade Commissioneis m Dondon, 

’ The principal articles of inland trade arc 'ag^icuXc sucli 

sncli as gram, o.l-s eds. -cod and 

as raw hides ^and skins, minerals like coal, sail 

timhcr, and mamitactnres 



11‘2 


T T{ A N S I’ f» i: a A K D T r, ‘i V v 


Hanibuig, ^vlilan and O.-ak.i (befoje Ibo wai), !Moinb:isa (Katt 
Africa), jN’^cw York, .VJoxandria and Sydney (Australia). 
There is .ilso an Indian 'J'rade Agent in K'abiil for Afghaii- 
jsian. Besides these there are non-ofijoal bodies like the 
various Eiuopcan and Indian Chambers of Commerce which 
intorest ihcnibelves in tlic industrial and commercial develop- 
ment of the country. It is needless to add that accurate and 
full information icgarding foreign and inland markets and 
publicity regarding trade and production are essential for the 
nroper expansion of our commerce and indmtiy. 

TMK'iPoirr 

Tiie jiro^pctiij of & nntion dfpond-s crpatly on a gci'rd f.y6tom of con • 
ii.unica'tion, vlucli brcal.s down economic icotofion cud ia Oie very fife ff 
tridc. It 11 essential for the proper iitiluation of a coiiutry'c resources, 
riic means of communication m Iridm wire very difcctive until the middle _ 
of the nineteenth century. A veritable economic revolution lias been wrought 
.,inco then by the conctniition of n nolworic of taihvaya niid roads 

Jiatltcays — Indian railway bihlory has passed Ihrough vanous phase?, 
nclveen 181 f and 36C9 raihvaja were constructed and managed by British 
1 ompanics enioving guaranteed intcrcvl. This old gtmranlec rjAlem being 
found cvpcnetvc was abandoned for a short period (18GT-7'>) m favour of 
state construction and inanagctncnl, which proved ineiTective. The guarantee 
ivBlcm was rc-ndopled in 1870 It was, however, considerably modified in' 
favour of the Government, vvliicb gradually nctjuircd the ownership of mo't 
of the trunk railway lines, nlthough management was largely left in the 
companies' hands. Bailways, which were a losing concern until 1900, began 
to yield steady profits, and in 1903 the programme syntem, under which 
tvery year the Slate provided for a largo capital expenditure on railways,, 
was adopted Daring the war of 1911-18 the railways suffered serious deteri- 
oration owing to the pressure of work and drastic reduction in the capital 
expenditure A similar cCcct has been produced by the present war. 

On the recommendation of the AcworUi Committee on Indian Bailways, 
railway policy vvas overhauled. Provision was made for larger capital ' 
expenditure. Under the policy of management of 'railways by the State 
recommended by the Committee, the management of fotir trunk IineS has 
hcon transferred to the State The railway budget was separated from the 
general budget Owing to the severe trade depression of 1929-30, the rail- 
ways had. to face continual deficits and were unable (o roako their fixed 
contribution to the general revenues, between' 1931-2 and 193G 7 Since then 
their financial position has improved particularly durmg the recent war. 

There is a great need for further railway development m the country 
•IS many areas are still leading an isolated existence . 

Hoads — lord Dalhousio was responsible for a vigorous road policy as 
he Was also mainly responsible for the railways. A Central Public Worl s ' 
Department and Provincial Pablic Works Departments were established, and 
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trunk roads rrere constructed. Pour such, great roads exist, and also subsi- 
diary roads, -the total mileage of extra munifcipal metaUcd roads being 6i,070 
The mileage of hachha roads is 221,243. 

The advent of motor transport and its remarkable development in recent 
years have emphasized the need for more and better roads, especially in rural 
areas where their deficiency is keenly felt Eailways and roads are largely 
, complementary. A new road policy was adopted (1929-30) on the recom- 
mendation of the Eoad Development Committee, which is characterized by a 
.co-ordination of local road programmes and grants by the Central Government 
for this purpose to the provinces out of a Eoad Development Account to 
which the proceeds of an additional duty on petrol are credited. 

The orgamzation of the Central and Erovmcial Public Works Departments 
18 described. 

Water transport , — Water transport faEs into two divisions: Inland water- 
ways and Marine transport Northern India is better served by natural 
waterways like the Indus and Ganges than peninsular India Bailvfays are 
a seijions rival today to nver transport. 

In spite of her extensive coastline, a large volume of coasting and oceanic 
trade, and her reputation as a sea-faring country in the past, the present 
position of India’s shipping and ship-bmldmg industries is very unsatis- 
factory. There is an urgent necessity to develop an Indian mercantile marine. 
The establishment of I.M M.T.S. Duffcrin on which marine trammg is given 
to Indian cadets is a step'm this direction. The recent (1941) estabhshment 
of an Indian ahip-bnilding yard at Yizagapatam is also to be welcomed 

Am Tevkepoei 

- Although 'air transport is still in its infancy in India a certain amount 
of progress has been made and some of the principal towns are already 
connected by airways, not to mention the air-senices between India and the 
rest of the world, or passing throngh India in normal times 

The war has given a further stimulus to aviation in India, as is shown 
by the expansion of the Indian Air Force and the establishment of the 
aircraft factory at Bangalore 


Trvdl 

India's fpicigu trade is very ancient m origin Earlj trade was in rare 
and costly commodities. A large quantity of gold was even then imported. 
During the Mohammedan period the overland trade of India received a 
stimulus. Internal commnnicalion was also improved The discoveiy of .an 
all-sea route to India brought the western European nations into touch with 
India, and in the struggle for the Indian trade which followed, England came 
out as the victor. The nature of India’s trade underwent a change and 
she came to export raw materials and food-stuffs and to import finished 
good^ From 1850 onwards, the progress of railway and road construction 
lU India and the opening of the Suez Canal gave a fiihp to India s foreign 
trade Towards the end of the last century India’s trade with countries 
other than the United Kingdom (i e Germany, the U S A and dapan) began 
to increase rapidly The war of 1914-18 adversely aff^ted India’s foreign 
trade After a temporary recovery, that trade received an even more serious 
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fi tbUtfk an ttu' result of tlio v.orld ('O')tiomic duprwsion. Since 1033-4 a 
iiartinl rotoicr^ occurred «tlb the exception ot a tetnporarj' ectback doe 
io (he 'rccKsion* o! 

The present nor Ims nfttur!i% nflected Indie's trade. The sdvcTEe cTccts 
XToducod in lOlO-l Merc largely- eountcrad^'d >a IWJ-2 on-ing to increaecd 
l^.r(3e mb Empire and Allied countries lilo Ibe D.S.A. 

TUt mom charoelfTnlics of Jndia't foreign trade nra prcpondcraticc oJ 
insnufncHired goods on tlic import eido nod of raiv inntctialB and food- 
i. tolls on tlio export ndc {(hiB (endcacy bas rccciced a Mclcome partial cor- 
rtrlivc diiriDg Die prc.^enl war); wide range of imports an compared xvith a 
reminded liat of elaph rspottn; predominant position of the United King- 
dom. and cxcers ot exports over imports ot mcrcliandiBC. 

'Die pr>f!rii>a} tmporU are oils, cotton mamitaclures, macbincry and mill 
work, metals .and orcr, grain, puhe and flour, vcliidea (mofot) and inatm- 
nicntB* Sugar non ticonptes an in6ignitjc,ant position. 

Tbo chief crpoHs arc jute <raw ond inonu/acturcd), cotton (raw and 
jnannlactiiTcd), lea, reeds, grain, pulse and flour, lealber, metals and ores, 
Jhides ond skins (raw), wool, oil-cakes, etc. 

Before the outbreak- of the recent war tbo D.K. bad to meet with tn- 
cicasing competilion (roin Japan, the tl.B.A., Germany, etc., hot the war 
rcKulled in on increase in India’s foreign Irade mth Empire countries. 

3?be xnlumo ot India’s re-export trade and land-frontier trade la at prcBcnt 
■very small. 

Before the trade depression of 1929-83 India used io have a largo trade 
balance in her favour, bnt, owing io tbo esrious redaction in her export 
trade in merchandise during tbo years ot depression, this trade balance 
(ipprcomhly decreased The total balaneo was maintained by large exports 
of gold. 

The trade baloncc moved considerably In India’s favour after the out- 
break of the recent war. 

The usual cxcc-s of eviwrls over imports of goods has given rise to the 
■■drom’ theory. 

The mtenia! trade ot India includes the coasting and inland trade. The 
internal trade ot a counter of India's size and varied resources is mnob 
greater than the external trade. It needs to be still farther developed 

Tbo commercial intelligence system and trade organization in India are 
poor when compared with those of otlier countries Micro has been some 
iinprovcrocnt in recent yc.srs 
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INDIAN CURRENCY, PRICES AND BANKING 

THC IxGUN CCRIIENCY SYSTEM 

{§1. A brief history of the rupee.— Befoie the introduction, 
in 1835, of a uniform rupee as the sole legal tender m India, 
noth gold and silver coins were in use. India was thus for 
^ long time virtually on a bnnetallic standard. Silver rupees 
were largely in circulation in Northern India under the 
IVIohammedans, while gold coins .had an important cireula- 
’tion in Southern India, for instance, the gold pagoda in the 
Madras Presidency. The gold mohur had a limited circulation 
-in Northern India. At the beginning of the nineteenth cen- 
tury there were numerous gold and silver coins in circulation 
< owing to the absence of a single central power in India. 
Gradually, as the result of currency /reform effected by the 
East India Company, a uniform rupee weighing 180 grams 
-•fa tola) rJ ths fine (i e. 165 grains of pure silver and 15 grains 
-of alloy) came to be established by 1835. Gold coins were 
.at the sam^e time demonetized, and the mints opened to the 
-free coinage of silver. The Indian system thus came to be 

• one of silver monometallism (silver standard), instead of the 
ibimetallic system which had formerly prevailed. 

This arrangement lasted till 1893, when the mints were 
f closed to the free coinage of silver on private account on the 
.recommendations of the Herschell Committee. This step was 
'taken to meet the grave financial embarrassment ot the Gov- 

• emment of India arising from the fall m the gold price of 
-silver and consequently in the gold exchange-value of the 
'rupee since 1871. This increased their rupee liabilities m 
'respect of the Home charges payable m sterling or gold in 
England. The gold value of the rupee, which was about 2s. 
iin 1871, fell to about Is 2d. m 1892. The falling rupee 
.-also affected adversely our foreign trade and the investment 

of foreign capital in India. As free coinage was stopped 
-from 1893 the rupee gradually rose to Is. 4d. by 1898 and 
-was fixed at that level on the recommendation of the Eowler 
'Committee. In 1899 the British soveieign was made legal 
tender in India side by side with the rupee at the rate of 
£l=Ils, 15 or Ee. l=ls. 4d. 

§2. The Gold Exchange Standard. — The Fowler Committee 
Tiad recommended a Gold Currency Standard for India, and 
■-a gold mint. But for various reasons what the authorities 


1 

I 
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had uKiiniitoly coinc to adopt \\as tlif* Gold Exchapfrc Stan- 
dard ns cxplamod in Chajiter X (§K>) of Pari J. The value 
of (ho Indian nipeo was kept at 3/;. 4d. through the sale lu 
London of lupeo drafts (Council Bills! on (he Govoniineni; 
of India by liie Secretary of Slate on the. one hand, and on 
the other, thiough the sale of aleiling drafts (called Beverse 
Councils), drawn on the Secretary of State and paj’ahle in 
eteiling or gold in London against tender of nifiees to the 
Government of India, The sale of both kinds of drafts was- 
effccted at lates approximating to 3s. dd., ailotving for the 
cost of importing gold info and exporting gold from India 
respectively.^ 

There ivcie two different cmrency reserves maintained' 
by the Govemmont, One Avas (he Gold Standard Beserve 
(efelabhshed in 1000), cpn<-istirig of the profits on fresh coin- 
age of lupces issued to the public by the Government of 
India. The bulk of it was held in London and was mostly 
inA’Csted there in sterling Beenritics Sterling drafts (Bevense 
Councils) were sold in India against this leservo during tlic 
excJiango crisis of 3007-8 in Older to support the rupee. The 
other lescrvc was the Paper Gurrcncy Beserve, partly held 
in India, and partly in London, as more fully explained 
below," Council Bills wcic sold partly againsl the Paper* 
Cuncncy Besoive in India and paitly against the cash balances 
of the Government of India. The Chamborlnin Commission 
of 1033-34 rocommonded' the continuation of Ibis system (the 
Gold Exchange Standard) although public opinion in India. 
sliongl.y de.sircd a Gold Currency Standard. 

The Indian currency system suffered considerable distur- 
bance dui’ing the years of the war (1014-18).. The price of 
sDifer in steiling rose so high that it became profitable to 
melt the rupee coins. The Goverament, therefore, raised the 
exchange- value of the rupee by successive steps and carried' 
it to 2s. 4d. (in December 3919), It should be noted, m 
this connexion that since 1893 the rupee had come to be a 
token coin, its bullion oi intrinsic A'alue being less than its 
legal A'aliie of 1^. 4d. Thus before the war its intrinsic value 
was about lOd., while its legal 1*31116 was 36d Silver hanug' 
further fallen in I'alue, the intrinsic lulue of the rupee today 
is only about 8d. ■ 

The 'Babmgton Smith Committee, appointed in 1919, 
recommended a 2s. gold rupee. Thei’ thought- that the rise- 
in the value of silver had come to stay and that, m order' to* 

' ■See 'Part I, oli.i xii, §10. See §8..- 
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-iiiaintain the token character of the rupee, the high late they 
recommentled was essential. The Government’s attempt (m 
1920) to keep the rupee stable at this rate by the sale ot 
-Eeverse Councils failed, and the rupee was left to itself for 
some time. 

?3 Gold Bullion Standard. — In 1925, the Hilton Young Com- 
rmssion w'as appointed. It recommended the Gold Bullion 
Standard for India instead of the Gold Currency Standard 
Avhich was favoured bj‘ the Finance Department of the Gov- 
-ernment of India and by seveial Indian witnesses who gave 
evidence. The Commission also lecommended a gold value 
'(S-il grain.s) foi the rupee corresjionding to Is. 6d (gold), 
although there was a strong opinion m the country in favour 
of the pre-war ratio of Is. id, (i.e. 7-o3 grains of gold) This 
gold value was to bo inaiiitamed by the proposed Reserve 
Bank of India as the new currency authority, which was, 
dike the Bank of England, to buy and sell gold bulhon in 
quantities of not ]e.ss than 400 ounces or 1,065 tolas Thus 
anyone who took 22,629 rupees to the Reserve Bank was to 
'Obtain 400 ounces of gold in the form of bars (the rate being 
approxitnately Rs. 21-7-9 for a tola of gold allowmg for the 
• cost of transporting gold to Dondon). 

In March 1927, accordingly, a new Currency Act was 
passed which prowded for the 3s. 6d. ratio as recommended 
by the Hilton-Young Commission. Until the establishment 
of the Reseiwe Banlc the Government of India was to be in 
-charge of the currency system and was to sell-, gold, oi, at 
its option, sterling exchange (i.e. drafts payable in sterling in 
London) in quantities of not less than 400 ounces of gold 
at the late of Rs. 21-3-10 for a tola of gold, the sterling rate 
'being Is. allowmg for the cost of transport of gold 

■fiom Bombay to London. It was also to issue rupees and 
notes agamst gold in the form of bars containing not less 
■than 40 tolas (or 15 oz.) Of fine gold, at the rate of Rs. 21-3-10 
(Is. 6d. per ru]3ee) The sovereign ceased to be legal tender, 

, -although tlie Government undertook to give Rs. 13-5-4 for 
"every sovereign received. Some appi caches towards the Gold 
Bullion Standard were thus made, its introducion in a full- 
tfiedged form being postponed till aftei the establishment of 
the Reserve Bank. Till tlien the Government could sell 
.steiling exchange (as it did in practice) on London, instead of 
"delivering gold itself m India. To that extent it was still a 
'Gold Exchange Standard. 

'^§4. The rupee linked to sterling. — ^This system remained in 
-^operation until 20 September 1931, when England went off 
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the Gold standard and India followed KUit. As aunounced' 
at tlie same time by tbo Sccretaiy of State, the rupee was 
linked to slerluiff at J.i. Gd., winch icmams the cnrj'ent oQicial 
rate today. The Eo.'ioive Bank of India Act of 1934 has 
Icfi.'ihrcd tliifl tatc and made the Bank rcsfionsiblo for main- 
taining ihc uipco at Is. 6(7. For this purpose, 'the Bank ha? 
to lni\ steilnig in India at a rate not higher than la. 6 
for a lupeti and sell sterling lor immediate delivery m Ijondon- 
at a rate not iielow Is. fot a mpee, piovidcd the amount 

of steihng in both case.^ is not less tlian TlO.OOO. India's, 
present monetary standaid is thus the Sterling Exchange-. 
Standard. The Boserve Bank Act, howevci, piovjdes for the 
Bubmis'^ion of a leport by the Bc^erve Bank on the future- 
monetary standard host suited to India when the internationah 
inonetnry position becomes sufficiently clear and stable.^ 

§ 0 . The" ratio controversy. — Beeent Indian currdney history 
has been charactoiizod by a prolonged confiovensy regarding 
the proper rate or ratio to be adopted for the lupee in terms 
of steihng. The Hilton-Xoung Commission (1926) argued 
that at the ratio of Is. Gd., which they recommended, prifces- 
in India had already attained a substantial measure of adjust- 
ment with world prices, so that any change in the ratio would 
mean widespread economic disturbance. The criterionrsug- 
ge.stcd by the Commission is universally accepted : the diffei- 
enco of opinion was not on point of principle but on point 
of fact. A strong body of opinion held that the 'substantial' 
adjustment' assumed by the Commission had not in fact 
occurred, and if 'widespread economic disturbance’ was to 
be avoided a lower ratio, prefeiably the old ratio of Is. 4d..- 
should be adopted. The question is a most controversial one- 
on which it is impossible to achieve unanimity. One of the 
things, however, that ne must boar in min'd is that if a 
certain ratio has been maintained for a fairly long time, the 
presumption is that wages, prices, etc. have become adjusted’’ 
to it and that it would be unwise to disturb it unless condi- 
tions have obviously changed again, necessitating the adop- 
tion of some otliei ratio. Another thing to be borne in mind' 
is that the reactions, good or bad," of a given change in -the 

* See nl'^o §6, 

* Prwia facie o higbor ratio (i e. Is Gd as compared to 3^ id.), it is 
argued, is favourable to the imxwrfar .and adverse to tlio exporter, because 
the importer has to pay Xoiver rupees Xor a given sterling debt, while the 
exporter receives fewer rupees for a given sterling claim. The higher- 
ratio' further lightens the burden (m rupees) of the Home charges so far as 
the Government is concerned, while the lower ratio odds to it” 
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ratio are of a tempoiary character, though people often arguo 
as if the advantages and disadvantages would continue to 
accrue indefinitely.*^ In 1938, an unsuccessful attempt vas 
made by non-official members of the Central Legislative As- 
sembly to secure an alteration of the rupee ratio. 

§6. The sterling link and exports of gold.f— There are two 
other currencj' contioversies in India today. One is regard- 
ing the linking of the rupee to sterling mentioned in §4 above. 
It is argued against the sterling Imk (which means the Stei- 
ling Exchange Standard again) that Ifidia should not tie its 
currency to that of any one country, since in that ...ase she 
has to shaie in the economic fluctuations to which that 
country may be subjected. It is further contended that the 
sterling link (Is. 6d.) gives British goods a preference in 
Indian markets and deprives India of the freedom to devalu- 
ate (reduce the ratio of) her rupee (m terms of sterhng and 
other cmiencies) so as to raise the rupee prices for the benent 
of her agriculturist population. In defence of the sterling 
Unk it is maintained that India, being a debtor country with 
large sterling liabilities (Home and other charges) to be me 
annually, cannot with advantage sever the hnk be^een the 
rupee and sterlmg-and leave the rupee to itself. It is<aso> 
held that fixity of sterling is very convenient to our foieign 
trade, the bulk of which is with sterlmg-usmg countries, in 
any case, as already pointed out, the Sterlmg Exchange Stan- 
dard IS regarded as a temporary arrangement to last only so 
long as world monetary conditions continue to be unstable. 

The other controversial question relates to the laige ox'^rts 
of gold from India since Great Britain went (lold 

Stakard in September 1931, which had exceeded Es. 351 40 
crores by the end of December 1939.' As pointed out m 
the preious chapter they have, to some ^ 

place of the exports of goods and have + m pf 

the favomable balance which is essential if 
her liabilities abroad. The price of gold “ “ 

sterling) had greatly increased even tola 

men of war in September 1939, being about Rs 3 1 -8 per tola 

as compared with Rs. 22 befoic the 2ld 

tempted those who hoarded gold to sell i , a ,ipnre=!sir>n 
price led to its export. Also owmg to 
many persons were compell^to part wi g ’ . - 

was called ‘distress gold’. How much of the gold exported 
,was ‘distress gold' is a matter for argument. Some critics 


‘ See Part I, ch, su §ll 


' Later figwes are not available. 
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look on akirmi'it now ol lbc?e exports of gold and ad\'ocale_d 
tile levy of a lax on cxpoils of gold or their cotnplote probi- 
b)tion, wjlh a view to keeping the gold in tho country and 
stiengthonmg the gold reserves of the Ilcscrvo Bank of India. 
The objection to, this is Ih.ai if would he very costly to buy 
gold at tho high rule pro\7ilciif ihon and that .sncli purchases 
would further lead to a gicat deal of siieciiliition. 

57. The paper currency system . — Wo shall now give a brief 
,1 count of the paper ciirrcnc}' sssfoin in India. The I’nper 
I’urrenoy Act of 3801' cstabli.shcd Government monopolj’ of 
Issuing currency notes pay.able to the heaici on doinand. The 
three Prcsidencv Banks’ had the piBiicgc of issuing their 
ann notes payable to bo.iicr on demand. These, lion ever, 
had only a very limited circulation. O’oveiniuent Cnrrcncy 
Notes wcio issued in denominations of Bs..u, 30, 50, 100, 
500, 1,000, and 10,000, The country was divided into seven 
elides (Calcutta, Bombay, Aladriis, Cawnporc, Bahore,. 
Karachi and Bangoon). Notes wore legal tender only in llieir 
respective circles of issue and convertible into riipcc.s at the 
Currency OJhce.s. In order to popularize them, they were 
giadunlly made universal, i.e. legal tender throughout India : 
now* all except 3?s. 500" -and above arc universal notes, 
facilities for converting the notes into rupee.s at the various 
Oovcrnme'nt Treasuiies and branches of the Imperial Bank 
of India were also extended to the holders of notes. 

§8, The paper currency reserve. — Until 1920, tho jiaper cur- 
rency reserv’e hdd against the currency notes was regulated 
on the Bntish model of 1844, i.e. tho fixed fiduciary^ leserve 
-system.^ Thus before the war of 1914-18 the maximum 
leserve which could bo inv^ested m securities was Ks, 14 crores 
(10 crores being rupee securities of the Government of India 
and 4 crores, sterling securities m England^. The remainder 
was held partly in silver coins (inchiding blilhon), and partly 
in gold (coin and bullion). A portion of the gold was held 
in London, 'all the corned rupees being held in India. Before 
the war the total gross circulation of notes issued was Es. 
6G"12 croies During the war (1914-18) it was greatly in- 
creased and stood at Bs. 180 ciores at the end of 1919. Mvcb 
oi this increase was effected against sterling securities (British 
Treasury Bills) which were transferred to the Secretary of 
State for India in London in payment of war expenditure 

’ See §19 ’ ' * • 

’ Currency Notes of Bs 600 and Ea 1,000 tvJthdrarvn m January 19tC. ' 

See Bart I, cb xi, §18 0). 
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incurred by the Government of ludu on behalf of the British 
War Office. The masimum permissible invested Reserve 
stood at B_s. 120 crores in September 1919. Es. 100 cioies ot 
tins rvas in British Tieasury Bills. o t-i. 

In 1920, on the recommendation of the Babmgton-Smitli 
'Committee, the proportional resen'e sj-stem vas adop e , tne 
Taper Currency Act of that year providing for ^ “etau c 
reserve against notes. The same Act authorized e issim o 
‘emergency' cuirency during the busy season (v en o 
do the harvesting and marketing of crops thereto o 
seasonal demand for currenc}') up to Es. o crorfe, ^ 
to the Imperial Banlc agamst the security of inland 

(hundts) accepted by the Bank ippnm- 

§9. Transfer of note issne to the Reserve 
-mended by the Hiltoii-Tomig ihe 

management of paper curicnc)’ were -igBo. 

Reserve Bank of India, on its inai^uiation P , 

. Reserve Bank of India notes veeie fi^st issued to e 

in India in January 1938, when ^ m Febiuary 

■hecime available. Es. 10 notes were Snk 

■und Es. 100 and Es. 1,000 notes m cir- 

has, decided not to issue Es. 50 and 500 ’ , Curiency 

‘culation is negligible. The existing o 
notes 'n-ill be eventually rejrlaced^ bj t-nes 
nre guaranteed by the Government o , The old 

- 'Uld notes, are convertible “ 4?Eeserves have 

-/^eparate Gold Standard and ;^per C ^ which has 
been amalgamated into one j g Department 

'been transferred to the Reseiwe Ba separate 

'(which, as in the Bank of England, be KeP 
from the Banking Department), g ^ 3^ j^sg than 40% pf 
India Act of 1934, it is provided that uo ^ consist 

Ibe assets of the Reserve held agains ’ the amount 

mf^gold coin, gold bullion, or sterling s croies 

pf gold coin and bullion being not mss government 

• m value. The amount of rupee secnn ^ __oj.es, whichever 
'Of India shall not exceed 25^o or he held in 

^amount is greater. The remaining promissory 

.rupee com and commercial bills of exch^ g gPaP 

notes payable in India. Not less to reduce the Gold 

be held m India. The Bank rs ^^fborized 
:Reserve below 40% under certain cir 
3n that case pay a tax on the deficiency. 

^ Be 12 crores m 1923 
' The limit -was raised to ns 
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§10. Subsidiary coinage. — Apart fiom full legai tender stan- 
dard coins (the siivor lupoe and Jialf-rupee) and notes, tbero* 
are in India coilain sub'iidiary coins, wbieb arc all legal tender 
up to one nux;e, namely, the four-anna and Iwo-anna silver 
and nickel pieces, (he onc-anna nickel piece, and the variour 
bronze coins — the pico anna), the two-picc (1 anna) and. 
the i>io f i; anna'. 

§11. Indian currency during the recent war. — ^Tbe Indian, 
ciurency and the financial system stood tlie strain at the out- 
break of Woild War II remarkably well and confidence in the- 
paper cuirency was generally maintained. The i upee-stcrling 
exchange has also remained firm in the neigbbourhe^d of 
Is. Of/., ibank'; to the large bolding of sterling securities by 
the itesene Bank of India in consequence of the favourable 
balance of trade and the sterling payments received in England’ 
for ivar purchases made in India, There has been a rematk- 
ablo expansion of paper currency, the active circulation of 
which increased from Es. 18G crores in September 1939 to 
Es. l.OOl'GG ctoies at the cud of 19i4-5. 

Foilowmg ibe adverse uar developments in Jifay and lune 
1910 there was a hea\-j- dcuiaiid on the Eeserve Bank for the 
encashment of notes into rupee coins and the Goveinmont 
found it necessary to issue onc-rujxio notes through the Ec- 
sen-e Bank to i-ebevo the situation. These notes are to be 
treated as if they wcic coin. iVnother measure adopted for 
conserving tbe .silver resources of the country is the lowering 
of the standard of the fineness of the silver content from tbs 
to -} of the four-anna piece, the half-rupee and the rupee 
itself, 

Eesirictions were also imposed on the export and import 
of gold and measures of exchange control for regulating deal- 
ings in foreign exchange have been instituted and 'put into- 
force through the agencA' of the Eeserve Bank of India. 

I 


PnicEs IN India 


§12. Movements of Indian prices. — ^The table below' indicates 
the general course of prices in. India since ISGl, the j'ear 1873 
being taken as the basic year. The general mdex number 
is based on the wholesale prices of 39 articles (28 exported 
and 11 imported articles). 

We mdicate below the general character of the price moi'C— 
ments betiieen 1861 and 1893. 

(i) Rising jjrices (1861-7). — The American OiAil War 
led to a scarcit}- of cotton for the Lancashire mills. The' 
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resulting high price caused a great influx of precious metals 
into India and extensive coinage of silver rupees, which was 
followed by a considerable rise of prices in accordance with 
the quantity theory of money.^ 


INDEX NtTilBEBS OF FEICES IN INDIA 
(Price in 1073=100) 


Tear 


1861 

1865 

1870 

1876 

1880 

1885 

1890 

1895 

1900 

1906 

1910 

1918 

1914 

1916 

1918 

1919' 

1920 

1931 


General Index 
Number for 39 
» articles 


90 

107 

102 

04 

104 

87 

100 

104 

116 

110 

122 

143 

147 

184 

225 

376 

381 

236 


Tear 


1923 

1024 

1926 

1928 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1940 

19411 (July) 


General Index 
Number for 89 
articles 


215 
231 

216 
201 

. 203 
171 
127 
126 
121 
119 
137 
125 
186 
132 
143 
163 
200 


; (h) FalUng prices ( 1866 - 83 ) .-Ex^cept fur « 

^ the prices of food-stuffs between 1876 
1 great famine, prices were falling between renction 

Phe general fall in earlier years may be l 

iganast the previous high prices, and m a e 3 
-ounterpart of the general downwaid ® „f 

ivestem countries. This was attiibuted to , 

pld production at a time when there was X 
or it, and to the growing volume of trade under the stimulus 

>f improvements m the of pro^^^n- ^ 
musing heavy rupee comage before 

.893 and the consequential depreciation of xupee Ihe 
'Utput of silver outpaced..the larded 

ishered in an era of nsmg prices, which ™ > interval' 
s continuing right up to 1920 (except for the biief interva . 

» See Part I, cb s. §29 
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.893-9 when prices went down soraewhat because of the 
lontitiction of cuirencv duo to the closing of the mints). 

;i3. Rising prices from 1890 to 1912.— In 1032 the Govern- 
iient of India appointed :^Tr K. Tj. Datta to mqmro into the 
muses of the rise in prices. The period covered by the inquiry 
\as 1890-1912, during which time there liad.heen a general 
ind continuous rise in prices throughout India, particularly 
unco 1905. Tlie Index Number of Ibices (taking 1890-4 as 
lie base period = 300) ro'o to 33G in 190.5, and to 141 in 1912. 
l>nung tins period prices indeed rose all ovci'thc world, but 
lie use was highei in India than ain'whore else. 

(i) Cattscs piCnhtiT io Jmha . — ^.Vccordmg to the Prices 
Rnquii-y Committee tlie causes of tins rise which were pecu- 
liar to India were (a) shortage in the supply of agricultural 
pioducts and raw’ materials; (b) mciease in the demand for 
these commodities; (r) development of railways and other 
communications in India, in consequence of which the rise 
m prices in one pari of the country was felt in other parts; 
td) improvement m the geneial monetai^' and banking faci- 
lities and increase of credit; and (c) jncroaso in the volume 
of the circulating medium. Currency inflation (under the 
Gold Exchange Standard) on account of the excessive coinage 
of rupees on occasions (e.g. in 1905-7) to pay off the Council 
Bills sold by the Secretary of State was one of the important 
c.iuses of the rise in prices in India. 

(ii) World factors . — ^Prices in India also rose during this 
jieriod owing to the operation of tljc following world factors’: 
(a) shortage in the supply of, and mcrease in the demand for, 
“Staple commodities in the world's markets; (b) the increased 
suppty of gold from the world’s mines; (c) development of 
credit; (d) destructive wars and larger standing armies and 
navies. 

§14. Prices during the war of 1915-18.— The tendency of 
prices to rise was greatly accentuated during thoj years 1914-20 
by the conditions created by the war. Prices rose all over 
the world, largely on account of the general inflation of cur-' 
rency.^ In India itself there were large issues of new rupees 
and cunrency notes to liquidate the trade balances in favom 
-of India and to meet the war expenditure incurred by the 
Government. Taking prices in 1914 as 100, the Index Num- 
ber of Calcutta wholesale prices rose to 201 in 1920. This 
rise, while it was imprecedented for India, was smaller than 
-in Germany, Prance or even England. One rfeason for this 

' See Part I, cli. x, §23 (iv). 
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was>that the inflation of cuiiency was far less 
Drices of food arains and law materials rose sharply becanse 
Kl m “el dmand £o. (hem tie AJhe^ aM ^ 
also because of agricuUnral scarcity m “ e 

1920. The prices of imported goods like cloth ^ ™ ^ 
because of the serious shortage ot imported mamitactured 

arttcles. tiripps -—Having reached their maximnni m 

pioduction and revnai orices was axeatly accelerated 

• -The downward movement oi prices was gr y 

sirs y "“S 

kltilbutej partly to the “““S® ““ ^fSt, and partly 
which led to contmction of curre y no^iaal rate of con- 
to overproduction in companson manufactmed 

sumption, of raw fell w“s gieater in 

articles, especially of raw ma • ^ industrial countries 
agiicultural countries like 3m (100), the Calcutta 

like England. As S^bet 1929 was 143- 

wholesale price went off the Gold Standaid, 

. In September 1931. when Bnta^ent Off t ^ actually below 

' the Index Number had come imked to sterl- 

the pre-war level. Owing Index Number stood at 98 

mg, prices rose form tme not mamtamed, and 

in December 1931- in the following December 

the Index M ai-opned to 83, but thereafter the 

<1932). In March 1?33 p^^g^^ber 1933 the index 

price level steadied itself a narrow margin 

number stood at 89. After improvement in puces 

for the next two years, ® ^ campaign and boom con- 

owmg to the world-wide r -a months of 1937 when 

ditions, especially durin^, ,, result of the ‘recession 

the' index number stood at lOo- ^ 1938. Subsequently 

the pme mto Sgere ns,e5 to 100 m 

. there was a limited recovery , 

September 1939. _ „ outbreak of the 

^IG Rise of pnces since im It other 

- September 1939 was ^^^^'^^fommoditv prices , Bairing the 
countries by a general nse m co following the loss 

temporal V setback to Calcutta index number a- 

.of the continental markets, the oaic 
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shown an upward tendency, having risen to 115 in 1939-40, 
119 in 1910-1 and 144 in 1941-2. It touched the peak of 353 
m September 1943 and gradually declined to 804 by March 
1914, moving thereafter within a comparatively narrow' range 
of 293 m May 1914 and 310 in March 1945, " The prices of. 
food giams and of ninnufacturod a.rticlcs have risen still higher. 
In order to check sj^ieculation and profiteering, the Govern- 
ment have instituted price-control of necessaries of life since 
the outbreak of the war. Jlislocation of normal sources 
■of supply, seiious transport difficulties, increased cost of 
production, diminisbcd imports, extensive purchases by 
Government, speculation and private hoarding and above 
all the very tremendous increase in the volume of paper 
•currency arc the main causes of the rise in prices during 
the war. 

§17. Effects of rising and falling prices in India. — ^We have 
already discussed the effects of rising and falling prices^ and 
the conclusions reached ate of course applicable to Indian 
•conditions. We may, howrever, make a few supplementary' 
remarks. It is sometimes argued that India, being a debtor 
country, benefits from high prices and stands to lose by low 
•prices, especially of the articles she exports. The cultivators, 
who form the bulk of the population, benefit from high prices 
4ind suffer when prices arc low as today. There are, however, 
one or two considerations which must be borne in mind in 
this connexion. In the first place, there is no guarantee that,' 
when prices rise, the cultivator will be able to realize in_ 
practice all the possible advantages. His profits, it is w'ell 
icnown, are liable to be intercepted by a variety of middle- 
men. Then again, to the extent that the cultivator consumes 
th'e produce he raises, he is not affected either by high or 
low prices. There is no doubt, however, that the cultivator 
suffered immensely during the years 1929-38 owing to the 
big drop of prices. His fixed charges (namely, land revenue, 
rent,' interest, etc.) became more burdensome, and bis pur- 
chasing power was greatly reduced. The middle-class persons 
living on fixed incomes in India suffered during and' after the 
war of 1914-18. During the years of the economic depres- 
sion, the prevailing low prices offeied them a welcome relief, ' 
but on the whole they did not escape the adverse effects of 
the depression, owing to the difficulty of finding employment. 
Palling prices also prejudicially affected the manufacturing 
uind commercial classes by reducing ibeir profit margins. 

* See Part I, ch. s, §34, 
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•Similarly, in the case of the wage-earners, although real wages 
might have gone up owing to falling prices, the employment 
-available became smaller m volume and more irregular m 
^character. 

The falling prices during the nine years 1929-38 produced 
•other serious effects on the economic life of the country. The 
reduction in the purchasing power of the agriculturist had 
injurious reactions on mdustxial enterprises, professional 
■classes, internal and external trade, and on public finances. 
The rising prices during the war have considerably altered 
the situation. The great increase in the cost of livmg has 
-created hardship for the middle class and especially the wage- 
'Camers, and relief m the form of dearness allowances has had 
to be granted to the latter class. On the other hand the agri- 
culturist has on the whole not gamed by the war owing to 
’the temporary setback to the prices of certain agricultural 
^staples like cotton and oil-seeds and this, together with the 
•shortage of food grains, has made it necessary as well as pro- 
rfitable to grow more food-crops in the country. 


■ Indian Banking 

§18. The main constituents of the Indian money market. — 
'The money market and the banking system of Inia ^e 
^ade up of the following principal constituents : (i) the 
:serve Bank of India, (u) the Imperial Bank of Ir^ia, (m) the 
Boreign Exchange Banks, (iv) the Indian Joint-Stock Banks 
-on European lines and (v) the indigenous bankers ciumd by 
■fiifferent names in different parts of the counfoy (e.g. Smoffs, 
Mnltanis, Chettis, Banias, Maxwaris, Mahajans, Sahukars). 
‘The fiust four constitute the central part or the European 
money market; the last is the bazaar part or maigenons 
money market. Co-operative Banks occupy a middle posi- 
tion. Other smaller constituents of the money market are 
' Postal Savings Banks, Land Mortgage Banks, I^ustrial 
Banks, and indigenous credit agencies like Loan Offices m 
Bengal and and Chit Eunds in the Madias Presidency 

We shall now consider the more important constituents of 
"the Indian money market, but before we do so it is necessary 
to give a brief history of banking in India _ _ 

■^'19. Indigenous hanking.— Indian banking is as anc^nt as 
□:naian commerce. Erom times immemorial the country has 
"been served by its indigenous bankers, and the liimdi, which 
ds their principal credit instrument and which is analogous 

' , » See Fig 1- 
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to Uu' v.-eRtcni bill of cxcliange, has been in use jn ibis country 
for beveral eentuuerv Iiuba jios^eRseil a system of imligenous 
banking iiMtiy tcnturies before the science of banking w.as 
{IcvelopeJ m laiuopc. iVltbough ibe oatly Mobiunmodan in- 
\asions of India initiated a penod of disturbance, indigenous 
banking contiuuccl to ilourisli during tbo Mogul period. The 
itubseuous baukeis performed numerous functions. They 
ac'ciptcd deposits, g.ive loans, acted as Stole financiers and 
muu official?, chauiicd money, dealt in himih, and financed 
ibo trade of the country. The East India Company for a 
tune patroinrccl tliom. Towards the end of the eighteenth 
century sovoial ciicu instances aiipeared uhicli v,’ere adverse 
to their continued prosperity, such as the political disoider- 
in the count n. ; the comi>otition of the European Agency 
Houses m Calcutta and Bombay, wliicli also did banking 
business and received tbo patronage of the East India Corn- 
pan} : the establishment of European typos of banks such as 
the Presidency Banks; and the introduction of a unifonn 
currency which hit one important part of their bnsmes*, 
namol} moncv-cbanging. The iiubgenoiK baiikers, however, 
have managed to sunave m spite ol these difllcnltics. They 
continue to ho mdisponcablc to the riual comiminily and 
satisfy the banking needs of about 90% of the people. The 
Indian hanker i? to be found in almost eveiy village, town 
and city m the country. He' finances the agriculturist, the 
petty artisan and small trader, assists in the movements of "* 
the crops to the consuming aieas oi to the poits, and helps 
in the distribution of all kinds of goods in the interior of the 
country. He accepts deposits, although unlike the modern.' 
bank he does not usually allow them to be operated by means 
of the cheque. He issues, huys, and sells liundisy either for 
remitting funds from one centre to another, or for financing 
trade. His ‘^contact with Euiopean or the joint-stock banks - 
in the country is veiy slight. Ordinarily, he operates in the- ' 
money maiket with his own funds independently of them, 
and indeed often competes with them. But during the bus}' 

. season, when he has laid out all his funds, he boiiows addi- 
tional funds from the Imperial Bank or other banks in the- 
commercial towns and gets the necessary accommodation 
either by having Ms Inmdts discounted by these banks or by 
boiTOwing against the security of promissory notes or goods. . 

' The Imperial Bank and other jomt-stock banks extend these 
facilities only to w'ell-Iniown shroffs who are on their list of 
approved borrowers. During the busy season, therefore, the- 
bazaar liundi rates chaiged by one shroff to another follow ' 
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the bank late or money rates charged by banks, being higher ‘ 
than the latter. During the slack season, however, the situ- 
ation may be the leverse. 

Specijien of a Hundi (translated) 

S AyO'^ ^'\Axy>~- SoifK- A.€a\£, 

~ 7 <An ./^4»»u£»tA<5C , AAA- ?ts 

^ C^>a 7K. it<e, ci^n-tnA.^, 

fi-f" 'fiji. /^.lAiAAAiCL La ^y-Aj^enA^Cei. C"^ 

7^£ OAAAjoAAAAA/f- i2.<#i:^«X/^>»'<>*^-‘-'’^ /Cj^ 

yViy2^t,eyfx\Mi/14y , A^lyftt CUy^ ^kAa^Ox.£-{a) . 

/S^iX^AA^fX. Oaa StXAf^AAXyt^yf' 

'l/SxX.. ^ ^ ai./XA^ / ir 

l^ 3 i>. 

Ui^A-yH-CAAL ^fsje\A^ • 3 -e\AA.fL ^ US'Ia-O 

^alaa^aCo 'y^y^‘~‘CA-AA^A^PLyfAX,^Y\A 6 , . 

On the level se . 



Sry W*vc-4vt.^ ^ •4>f-0 jAAf^AyYAA-^^^^A^AK^ , 

aCao-asaC-Cv, Iff tfyA-CA (C^-M-vtfOi.fce’C Af^yy-AA^tAe/Ae » '• 


Fig. 1. 


Since the Reserve Bank is now established as the central 
cunencj- and credit-controlling aathoritj- for the' whole 
country, it is thought necessary that the Bank should have 

* A shdlijog hundi is payable only to a shah, ie a respectable persoa 
known in the bazaar it does not correspond to a ‘bearer’ cheque, and la 
point of safety la comparable to a crossed cheque 
9 
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a mure mtiuati' contact with the indigenoui, hankers, so as 
to be able both to help them and to c^jntrol their banking or 
credit o[K'rat!iins moie or less ns m the case of the Scheduled 
As rcQuired by the Ilc«frve_ Bank oi India Act (1934) 
the Bank recently (11)3?) submitted' proposals in this behalf. 
But cbe voiiditiohs laid down by the Bank as yegnrds the 
iv'd capital, ■n-mding up of non-hanking business, keeping 
<)| ourUs, etc., ncre not acceptable to the indigenous 
tinnkei-., and the problem thus remains unsolved. 
i-A' The European system of banking. — ^TJie European sys- 
t, i id banking %vas first introduced in India by the Agency 
iluusos of Calcutta ttliich had a hanking side as an aid to 
le conduct of (heir main business of commerce. The Bank 
af Hindustan, promoted by Messrs Alexander & Co., is 
believed to be the first purelj banking institution on European 
lines * The Agency Houses came to grief in the commercial 
crisis of 1829-3*2. On their rums arose the Union Bank, 
•which in turn disappeared in 1S4S. Until ISdO, when the 
principle of limited liability uas recognired for the first time, 
the progre‘-s of banking uas slow. The financial crisis in 
Bombay caused by the cotton boom of 18C5, and the fall in 
the exchange value of the rupee, prevented substantial pro- 
gress from being achieved. After 1905. the rate of progress 
xras quicker owing to the enthusiasm created by the swadeshi 
movement. Unfortunately roanj’ of the newly starred banks 
fell into mexpenenoed hands and disappeared in the banking 
cnsis of 19l’i-J-L Then came the war which greatly strength- 
ened our hanking sy&tem and reinforced the valuable lesson 
taught by the earlier hank failures, namely the need for rnain- 
aaiiung an adequate cash reserve against liabilities. The 
jiost-war boom gave a stimulus to the establishment of new 
banks, but the inevitable depression adversely affected them 
and again quite a number of banks failed in 392.3. In 1929-31, 
a comprehensive banking inquhy was earned out through the 
agency of . a number of 'Prormcjnl Banking Enquiry Com- 
mittees whose work was co-ordinated by a Central Banking 
Enquiry Committee. After long delays, the Beserve Bank 
of India, which had been recommended as early as 1926 by 
the Bjlton-Xoimg Gommisston, was established in April 1935, 
and it is hoped that it will reorganize our money market and 

’ Sco §21. 

' The cstablisbioent of the rVeejifener^ Banks from 180G ootiards and of 
the E-^chnnire 'Banks from about the middle of fbe nineteenth century is 
referred ^to in the following sections 
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make it moie uaified and stronger tlian it has been in the 
past/ 

The Reserve Bank of India. — The idea of staiting a 
‘Central Bank for India is nearly a centurj- old * The East 
India Company piomoted the establishment of what were 
known as I’residency Banks at the three Presidency towns — 
at Calcutta in 180G, at Bomba}' in 184j0 and at Madias in 
1847 — ^partly for meeting the banking needs of India’s grow- 
ing trade and partly for supplying its own banking require- 
anents The project of starting a great all-India bank, mooted 
in London m 1836, proved abortive. The proposal to araalga- 
-mate the three Presidency Banks was first made m 1867, 
ibut largely owing to mutual jealousies among the Banks it 
•could not be carried through. The question xvas discussed 
from time to time, until at last the bank failures of 1913-14 
■and the war of 1914-18 brought home the urgent necessity 
of expediting the establishment of a Central Bank. Accord- 
ingly, by the Imperial Bank Act of 1920, the three Presi- 
•dency Banks were amalgamated into the Imperial Bank of 
India in 1921, which was also invested with limited central 
’banking functions. The Bank established a hundred new 
branches in fulfilment of its agreement with the Government 
•of India, and in fact the stipulated mininium ha*; been ex- 
'Ceeded, and the Bank now controls 16] branches It was the 
jirincipal authority for controlling credit by the machinery 
•of the Bank Bate (i e the rate charged by the Bank on 
■demand loans against Government securities') The Hilton- 
Young Commission, however, recommended the cstabli'jh- 
ment of an altogether new bank on the ground that the 
Imperial Bank was laigely a commercial bank with numerous 
branches and that it should be left free to pursue -its career 
ns the supplier of modern banking facilities throughout the 
country. Accordingly, Sir Basil Blackett introduced his first 
Bcseiwe Bank of India Bill in 1927. Owing, however, to 
acute differences of opinion regarding the owneisliip of the 
Bank and the constitution of the Central and Local Boaids, 
the first Bill as well as the cocond Bill (1928) had to be 
abandoned '' Einally, os recommended by the Bound Table 


• Pcfcrcncp IIS'? nlrcntly bron made In tbp plarimp cf tbe Co-eperMste Isin'': 
ami Ijand Mprlpafic B.ants m ch »ii, §t22 and 24 

’ Wc bavp alraady difC'iffi'd tbc I.inclions ff Ccniral Bant* and thrir crrdit 
jviUry in Bart T, rb ni, 5 §20-’: 

’ Tiie contniarm rsfi'd round two janipf (il wbrlbc- ib" Rarli 

tbould 1 h^ a Ftalo bank (oa-ntd by tbo Slats) or a ebsitboldprs’ Inrl, and 
•111) v,bftber mcrobei* of Ctnlnil and rrcTincIsl Xjpg'EJattTM ibould ba 
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Coxifciencc, tlic Pcborve Bank of India Act v/.-ik plated on 
fl)e Slatute Book in ]9.'J1 ami the Bank was foruially inaugu- 
latod on 1 April lOdd. 

The KcM-axe Bank of India is « shareholders’ hank. Its- 
c.ipilal, liilh p.iid-iip, is Rs. 5 crores divided inio shnies of 
Rs. 10(1 (vicli It has at present five Local Head Offices at 
Bomlnn, C’alcutta, jNIadras, Delhi and Rangoon, and five 
sepai.uo share legisters arc maintained. The Bank is lequired 
to e‘'tafilish a London hranch, and step.s have been taken to 
that end. Tlie general niiinagcinent of the Bank is entrusted 
to a Central Boaid of Directors w'hieli consists of 16 members 
as follows • the Governor and two Depiity-Governoi's appioint- 
ed by the Go\einoi-GencraI'tn-CniinciI after cmi&idenng the 
lecoinraendations of the Ccntni! Board; four Directors nomi- 
nated by tlic same authority (to represent the general tax- 
payer and imiioitani eeonoiuie rnteieslb in the countiy); eight 
Diiectois elected on behalf of the shareholders on the various- 
legisteit,: and one Government official. There aie also Local 
Boards to adMse the Ccnh-al Board. Ko Director of the 
Central Bpard or member of a Local Board can also be a 
member of the Central or of a Provincial Legislature — a clause 
that laid been responsible for the bitter controversies and 
delavs over the earlier Reserve Bank Bills. 

Turning now to the f mictions of the Reserve BanK, it niaj"' 
accept deposits without interest, and purchase (rediscount) 
and sell bills of exchange and promissoi-y notes endorsed 
(signed) by the Scheduled Banks, ^ or by Provincial Co-opera- 
tive Banks. In tire case of commeicial transactions, these 
bills and promissory notes must be such as will fall due for' 
payment within 90 days after the date Of purchase, but in 
the case of seasonal agricultural oiienitions or marketing of 
crops, a longer interval of nine months is allowed. The' 
Reserve Bank has to buy sterling from and sell sterling to 
the Scheduled Banks. It may also advance short-term loans 
to them, as also to the Central and Provincial Govemments,. 
Indian States, and local authorities. It can purchase and 
sell Government securities, or silver and gold bullion on 
account ‘of the Government. It can borrow money for shott 
periods of a month or less, from the Scheduled Banks. It 

alloued to be on the Central and Local Boards of the Eescr^e Bank The- 
offioia! bills proposed a sbareliolders’ bank free from political fufluence as 
recommended by the Hi Itou-Yoting Commission 

’ These are banks (02 m nnmberl, each with a paid-np capital and reserve- 
of( Es, 6 lakhs' and over, shown in n separate schedule to the Eeserve- 
Bank Act. , , , ' 
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is authorized to issue Bank Notes payable to the bearer on 
'demand. It is also empowered to cairy out open-market 
-opeiations’^ by ' directly piiichasing oi selling, in the open 
maiket, eligible papci (bills of exchange and promissory 
notes) oi .sterling, or by making direct loans and advances to 
the public. This power is intended to enable the Bank to 
■contiol the volume of credit and make its credit or Bank 
Bate policy effective. - 

The Reserve Bank of India is not peimitted to transact 
•certain ty^ies of business It is, for instance, prevented from 
‘engaging in trade or haMng a direct interest in a commer- 
cial or industrial iindeitaking, or from advancing money on 
immovable property, or from allowing mteiest on deposits. 
The last piobibition is intended to pievent the Reseive Bank 
.from competing with the ordinary commeicial banks 

The Central Banking fnnetions of the Reseive Bank may 
.now be bnedy noticed It has to transact Government busi- 
ness (to receive moneys and make pajmients foi the Govern- 
ment). and to carry out its exchange, lemittance and other 
•banking operations including the management of the public 
-debt. The Bank has the sole right of issuing notes. As 
-aheady stated, as the currency authority, it is required to buy 
•und sell sterling with a view to maintaining the exchange 
■value of the lupee piovisioiially at Is. 6d stalling. Bveiy 
Scheduled Bank is leqiiired to maintain with the Reserve 
Bank balances amounting to not less than 5% of its demand 
liabilities and not less than 2% of its time liabilities This 
-is intended to enable the Reseive Bank to centralize the 
'banking reserves of the country and thus to control the issues 
-of credit by the Scheduled Banks. i The latter have also to 
submit weekly returns of their business to the Reserve Bank. 

The Imperial Bank has been appointed the sole agent of- 
•the Reserve Bank for a period of fifteen years, and has to 
manage the Government’s Tieasury business at its upcountry 
.blanches. 

The Reserve Bank itself is required to make a weekly 
return to the Governoi-General-in-Council of the accounts of 
its Issue and Banking Bepaitments. 

■ As provided for in the Reserve Bank Act, the Bank has 
■already,. established a special Agiicultural Ciedit Department 

‘ See Part I, ch a, §24. 

The Bank Hate is now the standard rate at which the Eeserv’e Bank is 
jirepared to buy or discount bills of exchange or other commercial paper 
.eligible for purchase It is thus a discount rate 
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vrlioso mma functiou^^ aie to study nil questions of afrriculturat 
credit, pne cxpeit uclvice to the Government' and ^’rovincial 
Co-oper;itne Banks, nnd in co-ordinate tiie operations of the- 
Bank in conneMon witli aj^iicultural credit and its relations 
with Provinoini (,’o-opei.itive Banks and an}’ other bank en- 
gaged in the !uiMnos« of agijcullural credit. The Dcpartmeiifc 
has .ihrad} piihh-,lH'd hvo reports on agiicultura! credit and 
niadi’ a rnimbci of lecoinnicndutions for (ho strengthening of 
co-operative credit in nind aicas. 

Nov, tliai the Bc‘^e^ve Bank lias been established, it is 
hoped tliat Jndl.i’s money market will be properly reorganized 
and unified and tvil! he free fioin its old defects, such as lack 
of clobo connexion hetween its various parts, dual contiol of 
ciincncy and oredic by the Government and the Irnpeiial 
Bank, seasonal monetary .stringenev and high money rates, 
and the von poor use of bills or Jinndis (i.c. the lack of a 
bill m.irkct for Indial. It will al^o generally strengthen the 
Indian banking system, especiallv uhen fuidher steps afe- 
taken to ostablisb a more intimate contact between the Be- 
.serve Banic and the indigenous bankers. It may be added 
that the working of the Beservo Bank of India during the 
first seven years of its e.vistence largely justifies the claim 
that it lias inaugurated a new ora of financml stability, bank- 
- ing reform and e.xtension and impiovement of the money 
market in India, It has succeeded in reducing the seasonal' 
fluctuations m the money rates .and in generally lowering the 
interest rates in the money market. It has also given in- 
direct stimulus to tiie e.xfension of banking facilities m thb 
country. It has not So far succeeded in bringing under its 
control the indigenous bahkeis m the country. 

§22. The Imperial Bank of India. — Since the establishment 
of the Beserve Bank, the Imperial Bank of India has become 
the premier comroerciai bank of the country. Owing to its^ 
appointment as the sole agent of the Beserve Bank (which 
in practice means that it rs m charge of Government balances) 
it still remains subject to the special Act by which certain 
restrictions are jrlaced on its activrties. Por instance, it 
cannot make loans for a period longer than six' months, or 
against the primary secmity of immovable property such as 
land. It is, however, now tree from certain old restrictions 
on its bnsmess, such as the piobibition to receive deposits or 
raise loans in England and to deal iri foreign exchange busi- 
ness. The Bank can receive deposits, and advance and lend 
money and open cash credits against Govei-nment securities, 

■ State Bail way Bonds, debentures of a Muncipality or Eocal 
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Board, or against goods and promissory notes signed hy 
two independent persons or firms. It can draw, accept and 
discount and sell bills of exchange and other negotiable 
securities, giant letteis of credit and admmister estates as- 
executoi. 

The Impeiial Bank has more blanches (over 160) than any 
other bank m India It has three Local Head Offices, one 
at each of the Presidency towns, which are managed bj 
Local Boards There is also a Central Board of Directoi's 
for the geheial suiiermtendence of its affairs and business. 
This Board consists of the Piesident, and Vice-Piesidents 
of the Local Boards, one person elected from among them- 
selves by the latter, a Managing Liiectoi and a Deputy 
jManagmg Director appointed by the Central Board, two per- 
sons nominated by the 6overnor-General-m-Council, and 
Secretaries of the Local Boards. 

The capital and leseive ot the Bank is Es. 15 crores The 
fully paid-up capital is Es 5 ‘62 croies, tlie Eesen'e Fund 
i^> Es. 5'62 ciores, and total deposits amounted to about 
Es. 657 crores in April 1946. It is required to publish a 
weekly statement of its assets and liabilities. 

§23. Exchange Banks. — Theie were m all 20 Exchange Banks 
operating m India m the year 1940. All of them have then- 
head offices abroad and operate m India through branches 
The most important (as many as eight) are Bntish banks- 
Other countries who have tradmg relations with us m normal 
times and have Exchange Banks m India are the U.S.A., 
Japan, Holland and Portugal. The Exchange Banks are 
officially classified as (i) those domg considerable business 
in India (havmg 25% or more of then deposits in India), 
such as the National Bank of India or the Chartered Bank 
of India, (ii) those which are merely agencies of large banks 
domg business all over Asia (i e havmg less than 25% of 
then deposits in India), such as the Yokohama Specie Bank 
or the Bank of Taiwan Indian Joint-Stock Banks have at 
present a negligible share in the foreign exchange busmess. 
owing to lack of adequate capital, absence of branches in 
foreign centres, and above all the strong competition of old- 
established and powerful foreign Exchange Banks The 
first Indian Exchange Bank (Central Exchange Bank ol 
India), opened in London under- the aegis of the Central 
Bank of India, was amalgamated with Barclays Bank Ltd., 
London. 

The main business of the Exchange Banks is financmg 
the foreign trade of India by the purchase and discount of 
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foreign hills nf oxclmngo. These mo mainly export bills^ 
■\vliicli me l)oiighl (or «3iPCoun(G(5) by these banks from es- 
poriors m Jiuha The\ are afler\vm(l« sent to London and 
are there rodiscountcd with the London banks. Against, their 
London ‘-tcrllng balances, which arc increased by pincliases 
of expoit bills in India, the Bx-change Banks ecli sterling to 
the Besoive Bank of India, which has to lomit in sterling 
huge <mns on Go\cinment. account, to enable the Secretary 
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Fio. 2. — ^Forcign Bibl of E.xchaxge 


For greater eafety, foreign' bills are usually sent ia duphcatei called the 
Tirst and Second o( Esebange. «, 

of State to meet 'the Horae charges. Other persons, like the 
importers, or guardians of students studying abroad, also buy 
sterling drafts on London from the Exchange Banks. These 
Banks import gold or exiiort gold according as the balance of 
trade in merchandise is in favour of or against India. 

In the financing of the import trade of India the more 
active pait is played by the^ branches of, the Exchange Banks 
outside India. The share of the Indian blanches ra this 
business consists primarily in collecting the import bills 
{drawn on Indian importers) at matuuty and in fiunishing 


' Sec Eig ‘ 2 
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then he.ul oH'ici'-T and branches abioad with information as 
*o the means and fitandinp of the Indian imporkas on whom 
hills arc dniwm by their creditors abroad. 

0\er and above foreign ovchange business, tbc Exchange 
Banks are also doing n gi owing volume of oi dinary banking 
uiisine.-; and me ilnis competing witli Indian Joint-Stock 
Banks. Some of them have for this pm pose branches m the 
inkrior, as for instance at L’awupoie oi Delhi, and are thus 
taking part in the financing of the inland trade of India also. 
They have succeeded m nttracliiig largo deposit-, in India 
(Ils. So'S" crores in 10 In) and the Indian Jomt-Stock Banks 
ha%o to face tlic'-e nev formidable inals even in tiioir own 
field of ordinary hanking and inland trade finance. 

In Older to incioase the share of Indian» in the finan- 
•cing of the foreign trade of the connti} . the Centuil Banking 
Enquiry Committee ha-, pioposed firstly, tbit Foreign F.x- 
ehango Banks should he required to take out licenses with a 
view to subjecting them to some control, and secondly, that 
A priwite Indian Exchange Bank enjoung State aid should 
he started, siiould the Tinpeiial Bank fad to expand (he 
foreign exchange business in winch it is now fiee to engage 
,S24. Joint-Stock Banks. — ^Vc have alreadv referred to (he 
lecent growth of Joint-Stock Banks in India.* As in Eng- 
land, these aic inainK conimeicial hankb and give short-ieim 
credit only. They receive deposits, discount local hills, open 
•cash credit accounts, ad\anco loans against stock exchange 
securities, grain or cotton, buy and sell shares and transact 
■miscellaneous hanking business On 31 December 1940 theio 
were in nil iiS' Joint-Stock Banks with capital and icservo of 
Rs. o laklis and over. Tlicir paid-up capital was Rs. 9 ‘09 
'Croies, reserve and rest Tls. o*.57 crorcs, deposits Rs. 113-98 
■crores, and cash balances Rs. OG'SG crorcs. T!ie total num- 
ber of banks with capital and reserve between Rs.’ 1 lakh and 
5 laklis was on the same date 122, their paid-up capital 
Rs. l‘G7 crores, reserve and lest Rs. 0-7G crore, deposits _ 
Rs. 11‘04 crores, and cash balances' Rs. 2-24 crores. The 
most important Joint-Stock Banks in India (India’s Big Five 
as they may be called) are the Bank of India, the Central 
Bank of India (which is a remaikable example of a successful - 
hank owned and managed by Indians), the Punjab National. 
Bank, the Bank of Baioda and the Allahabad Bank.. 

Since the bank failures of 1913-14 the question of regulat- 
ing the Joint-Stock Banks in India has engaged a good deal ‘ 
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of altontion. The^e failures v.erc due to low ca'ih habnccs^ 
stiiall paid-up rapital, lack oi exiieneiiced and trained nianag- 
ei&, mi'^ound advauees, and m a few easesi to fraud. The 
Central liankiunr Jvnfjuuv Conuiuitec recommended the enact- 
mom of a NjH'ciai Ifaiik Act, .Miice the old Indian Oompainefa 
A( t nSl.'i), v.hich npjthcd to nil l\pet? of jomt-stock companies,, 
was ihtuuuphl^. ijuule<iua(e Cot regulating hanks. The amend- 
ed Indian Conipames Act (lUtiO) uicludeg some additional 
j)r<)M-,jons toi regulattng banking companies. It may be 
noted that, after the hanking crisis in ^jonth India in 1038, 
the lioseiae Bank put forwind propo'-aB in J030 ior the regu- 
hUion of banks m India through a coinpi eliensive Bunk Act. 
TJie I'lojKi^ed JegnsInUnn has been lield up owing to the coU- 
cUtions eieatcd In the nai. 

§2a. Indian banking during the war. — Although at the out- 
bicak of the uai in September 2030 hunks in India were 
called to meet hniricd uithdiiiuals of deposits, on the whole 
(he Indian banking system stood the first shock of the war 
well. Thereafter the hunk dqiosits showed n steady increase. 
.\s m the First World "War, the recent war has had the 
result of strengthening the cash position of banks in India. 
Unlike, bowerer. (ho war of 1V24-J8, the recent war has 
not jiiodticed tight money and a high bank rate, thanks to 
ilie ngoioiis control over interest nates by monetary autho- 
lities m India and England. 

Other types of banks. — Wo have already dealt with Co~ 
opcralitc and Lund Modgage Banlcsd There are hardly any 
special banking orgunwations m the country for providing 
lorig-fcirn loans to ludustnos for pmebasmg machinery, erect- 
ing factorv briildings, etc. There is a great need for this 
type of bank, as was pointed out by both (he Industrial Com- 
mission and the Central Banking Enquiry Committee. The 
latter lecoiiimends tjie estabhsliinont of I'rovincial Industrial 
Corporations assisted by the Provincial Governments and of 
an all-India Induslnal Corporation. Under the State Aid to 
Industries Acts {as m ALidias, the Puu]ab and Bengal), loans 
are given by the Government to industries, but these are 
inaraly restricted to small cottage' iudustries,'And the need 
for Industrial Banks for meeting the long-tenn capital require- 
ments of laige-scale industries lemains unsatished." 

Eeference mar' be made here to Postal Savings Banks, 
which were opened m all parts of India m', 1882 .and 1883. 
These banks piovide tbe lower middle classes with a secviO' 
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us’",ui 1 of uo!i,»5!!G'; th-.sr - mal! fof ’^\hich the aenctal 

haintC' -• of thi- fitnerii'iient ion, tituto n ‘.tihicK’nt f,*'citricv 
Its tlM.f,, xu^tc 12at>'.^ I’f- tai SaMiift-'. Banks, the num- 

h T i ; dejK' stor u .21'hT‘.tl . ,n,il thi total halaiu ■ s 

V, it.') the I ’voi riuiiet)!, tot iiha] I;,, ^^] ‘ij erore The snsoiit t 
lics'l’thal to ii-. el'.j'.t t ,'-(''‘ 1 "; m jfurtly otvintt to itie 

lo'A iriii;: ts tie r’t'- of t •Iknvfd on tin •■> (loposit^ to 

I] o a!.'! j .rih to th" oithihvuah rhiniio the war 

The lejt t o.ini;; }{„ -..vdT etoa‘ in 19M-o 

I «hs- fs csn iie wifhor. wn at ,ui} time .oihjtet to rer- 
tasn ri"!''K” >0 'flie n'nouni of deji.sMts p-'r rear 

!•< t.’t It'. 7^0 and th* t if d ilejn n (/, (he ciedit of 

uel’viun.i! ,r'ontU s, to B- d.fHKf. Amonnf- of 

A“. 4 and .ihu^e oan ii-* it, ij and monty ran h- s* ith- 

tlt.sviSi oj!'"' a V ei'K 

ijtnre j9]7 the I'o.i Ofh/'e Im tome into ronfsct teitli the 
satirif!'! fif tin- pt’ 'p3e >n atuaher v.av tiiiotiefi the fite-jcni 
f'o fij/ CncL r> r/i'o v.hicls me ii.siietl in various dcno- 
tuiint.oii r:),:io' from B l<t B-. |,0.io The total 
ernoutn of Po>t'(! <,.'•) I'ertiteeite- oiiNtniuhnf: on 01 M.irrli 
1912 '.w*- B" G0T9 ttore', ■» tompared to Be fJ.) 0c> ctxiros 
ni i9P.j-5. Tiic diriine may ho nttrihuted to the lowering of 
the intorr.'’'*. rate fo 2';“,, « it'>d' i\%al-, dmine tlie reront' 'aih 
mu! the diver- ;on of =-avtnpa into the coinfnttitnoh more 
itttnjrtive Defence Bavinirs rerUfuMtos, s.eldinf; 9’ 7,? com- 
fion.nd I'ntoroaf, introducid duiin” the recent var. Xo one 
{>''i: 0 !i cart liohl Pod.i! C.ish Certificaft ■- of r.iJtie c.vcoedmp' 
IP. lO.fff'i. 

Vi7. The hoardfnfj habit. — ^'j'h- luhn of lioauhne to which 
the Jtifhan |>'’op)>' are supj>o--td to he nddict'-d iiaa pncii ii':i: 
to a enod derd of controvei .v. Jnd'a Inis Itccri dc5''nlicci as a 
hottondesii Finf- for tlio piecioiw mefnl'=, po^d and mlvcr. 
Thes/> hoard have been estimated at JC1,0(H) million It is 
(dear tint the use of po!d for industrial and doinestic purposes 
t': not ranfitied to India and is fi.tind even m Euiopean coun- 
tries J‘’iiithtr, the total amount is not Inipo'' consideiid" (ho 
vast fyipuh'tiun of India. The recent laree evpnt' of "old 
from India po to .<‘)iow that when nocf'-aiv Indians do hung 
out their hoaids. vviiich arc thcicfore not lost to the world for 
iiU lime. The lioards arc iicid in scattered, individually in- 
significant amounts. The use of gold and silver is enforced 
by custom and plays an important pint m social ceiernonics 
saiictinncd hv- religion and tradition. 'J'iie habit of lioarding, 
itUhougb its cytent is exaggenitod, must neveitlioless be ad- 
mitted to cKisf. Its piincipal cause is found in the .seiwe of 
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mfocmity of life nnd property enffcndetocl by flic inmierous 
invasions io e-shicfi India '.^as cubjoctod in (he Formed 

lu time*, of in^-ocunty , the habit ]id=. to Fome extent continued 
to =(innt’ III liinr-, of \rf>!t-e-~iabli‘^hcd peace and becurity. 
The dtueram of the population and the abbcncc of adequate 
hiinkinp facihtiob lue other obbUioIcF in the path of reform^ 

I'oi mdiiciniT people to put their lioards io productive uses 
It IS lerv necessarr to devi.-c suitable inoasurcF such exten- 
•.lion of the J’otral Savnifti? jhinks; imiltiplicata’cm of Co-opera- 
tne Societies; ifi'iuc of gold certificates (i,e. lepiiyable in gold); 
a more oxtended use of the co-opeiativc and .other cheques; 
"cnera! extension of banking facibtie-:. nnd the establishment 
of National Sax trigs A<.?oeiations (as in JSngland) xvliich aim 
at promoting thtift and at familiurij'.mg the hmall saver 'with 
safe nnd ptofitahJe inodes of investment. The removal of 
illiteracy, the reform of social and religions customs through 
edueation, and (he progress of general enlightenment should 
also help 

§'26, Need for more banks. — Compatetl with other countries, 
banking faoiltries in India are most inadequate. There are 
about 3,000 banking offices, including branches nnd agencies, 
ihroiigbout the whole of India. Less than 400 towns oat 
of a total of 2,755 are sorved either by a bank or branch or 
agency of a hank. It is, therefore, very necessary to follow 
a vigorous |X))icy of establishing joint-stock and co-operath'e 
banks and multiplving' their branches under the supervision 
and guidance of- the Beserve Bank of India. The services 
‘of indigenous bankers should also be ful)i‘ utilized. They 
should bo appointed as agents by the joint-stock banks and 
then' inclliods of business .should be levised and modernized. 

snMMARy 

• Tnn IxnuM Conntxcv Svstt-m 

Tiie present rupee, containing 180 grnias (one tota) nt silver .j-i ths fine, 
■ftns made rolo^legol tender throngiimif BnhsU India in 1835, "and goW 
Mas demonelizck ITho Silver Standard thus csfabliabcd remained in ope- 
ration until 3893, nleo the mints xvere iloccd to the free 'coinage ot silver 
owing to the fall in its prices and the conscjuenfial fall in the gold exchange 
value of the rnpco In 1899 the British gold sovereign nas made legal 
tender at the raid of £l=l?s. 15. Before the war {he Gold' Exchange 
Standard was in operation m India, the nipce being' hept fixed at Is. -id. 
sterling (which rn practice meant, Is- id. gold). 'The method adopted was 
<0 self Council Bills or Borerse Councils .as repaired. During tho war the 
pneo of silver rose, nnd tho c-xchangc raluo of tho mpeo was raised by sne- 
‘ -eossive steps to 2s. id ' The attempt to sfahiJi,-c it at 3s. gold failed. 
■Thcreaffer tho rupee was left to jtself Tho Hiiton-ycung 'Commission 
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recommeuded the adoption ot the Gold Bullion Standard It also proposed 
'that the nijiee he given n gold \ahie of 8 47 grains, equualent to Es Cdt 
gold The latter rate was accordingly made legal bj the Currency Act of 
1927, whicli also gave the option to the Government provisionally to sell 
sterling exchange instead of gold bullion m lieu of rupees. In Septembei 
1931, when Great Britain gate up the Gold Standard, India followed suit 
The rupee was then linked to 1? Cd sterling and thus once again the 
Sterling Exchange Standard was introduced This standard has been made 
legal by the Eoserve Bank of India Act (1934) which also requires the 
Bank to make a report on the permanent monetary 6tandar4 suited to 
India when world monetary conditions become more normal The Reserve 
Bank is the now’ currency authoritj m the country. The prenous two 
separate currency reserves, namely the Paper Currency Reserve, and the Gold 
Standard Reserve (created in 1900 out of profits on rupee coinage), have 
been amalgamated and entrusted to the Reserve Bank, which has to issue 
and regulate paper currency (Bank Notes) and maintain the exchange value 
of the rupee at Is Gd There h.as been much controversy regarding the 
Kitio, and there is still a considerable volume of opinion adverse to Ir Gd 
and in favour of Is. 4d , or a still lower rate The linking of the rupee 
to sterling as also the large gold exports during the last eight years have 
also been subjects of keen controversy. 

The Indian Paper Currency system was established by the Paper Currency 
Act of 1861. Until its recent (April 1935) transfer to thb Reserve Bank, 
it was a monopoly of the Government, which alone could issue notes and 
xvas responsible for maintaining tlieir convertibility into rupees Eor this 
purpose a separate Paper Currency Reserve was maintained on the fixed 
fiduciary issue plan Except for a maximum amount of fiduciary (invested) 
reserve, the remainder had to be held in metal (i e silver and gold coin 
and bullion) Part of the reserve was invested in sterling securities. Durmg 
the war there was a considerable expansion of paper currency and of thh 
sterling securities held in' the reserve In 1920, on the recommendation of 
the 'Smith Committee, the Proportional Reserve System was adopted, and 
the Paper Currency Act ot that year provided for a 50% metalhc reserve ' 
It also permitted the issue of emergency currency to the Imperial Bank 
during the busy season against the security of inland trade bills As recom- 
' mended by the Hilton-Tonng Commission, the function of note issue has 
recently been transferred to the Reserve Bank, which must hold under the 
Reserve Bank Act a 40% Gold ’Reserve (gold bullion and sterling securities) 
.which may, however, be lowered temporarily on payment of a fax. 

The notes are of the following denominations: Es 6, 10, 50, 100, 500,- 
1,000 and 10, OPO All except the last three are universal notes, i e legal tender 
throughout British India', the last being legal tender in its respective circle 
of issue only. 

In addition to rupees and notes, there are subsidiary silver, bronze and ^ 
copper coins which are legal tender only for small amounts, not exceeding’ 
a rupee 

The Indian’ currency system has stood the strain of the war fairly well 
and has tided over temporary panic created in April-Jnno 1940 A striking _ 
expansion 'of paper currency, issue of one-rupee notes, lowering of the 
standard ot fineness of all the silver coins including the rupee, the firm- 
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nc'-K of tin* nii'Co-‘-t(j-Iing ewliingo, rc'-triclionB on export and import of 

gold and exthatigi-^nntro! are (he pnneipal features of the (rar-timc Indian 
curriucy 

Pnieis IS Kdia 

liiipcc in India have varied from time to time, as shown by the 

Geuinil Index Ismiibcr of prices nith J678 as the ba‘ic year and by the 

C.ilcitta Index Xnmbcr of whole-ale prices. The rire of prices, which had 

alrcadj been evident in the pro-vvar p<Tiod and had formed (he siih|ecl of 
a jpicinl inqmrv in 1012, hecati'e particularly marled during the war period. 
Before ns well as during the war, it was main)} the result of currency 
inllatiou Before the war, apart from certain world factors whkh made for 
ji rirc in prices, there was extensive rujice coinage. During the war, besides 
a large addition to the ruivec coinage, there was a tonsidcrable issne of 
notes The co't of living increared, and thii. ndvcrselv affected the position 
of the middle-class people and wage earners. On the other hand, the business 
•community benefited bj tbo rise m prices. Under Indian conditions, how- 
ever, the possible benefit to the agricnlturist is intercepted to a considerable 
■extent by middlemen and inoncj lenders. 

The big drop of pricet, which was nich a marled feature of the world 
■depression, was particularly dieasfnais to agricultural countries libc India. 
There was a limited reCoverj of prices after 1930 with the exception of the 
‘recession’ of 1939, In the recent war there was a substantial rise in 
prices, .and the Government instituted a policy of price-control in the case of 
neccbsarics of life, wath a view to cheeJr profiteeriDg, The increased cost of 
living duo to rise in prices has been partly met by the gram of deamess 
allowances to indiistrinl workers ' 

IXDUN lUSKl-NO 

The main consUIiicnts of the Indian monct/ marhcl are- (i) the Beserve 
Bank of India; (ii) the Imperial Bank of India; (iii) the foreign Dvehango 
Banks, (iv) the Indian Joint-Stock Banks; and (v) the indigenous bankers. 

Banl.ing has been practised in India from vorv ancient times, and even 
today indigenous banking satisfies the needs of about 90j4 of the people, 
especially those living in the ntral areas It is necessary, however, to 
modernize the methods of indigenous bankers and to link them with the 
Besorvo Bank of India 

Organized hauling of the treslern type was introduced in India by the 
Agcney Houses during the latter half of the eighteenth century Tlie Presi- 
dency Baiths were established between 380G and 1813 at the three Presidency 
towns Jomt-stoeh hanhing received a Efimnlns in 18G0 when the principle 
of limited liability was recognized. Progress, however, was slow until 1995 
when, owing to the enthusiasm created by the Bwadesbi movement, quite 
a large number of new banks were established Several of these, however, 
disappeared in the banlnng crisis of 1913-14, which proved the necessity of' 
fubjecting the banks to special Jegal restrictions 

The ^Bcscrcc B'-nh has at last bten established (in A.pril 1935) under 
the Beserve Bank of India Act of 1934 It is a private sliarelioldcrs’ bank, 
-although some of the most important appointments on tlie Central Board 
-are made by the Governor-General-in-CounciI Tlie Beserve Bank has to 
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transact banking business for the Government and has for that jmrpose 
-appointed the Imperial Bank of Induv as ita agent It is also the currency 
(notc-issuing) authority. The more important banks (Scheduled Banks; are 
, required to maintain certam cash balances with the Reserve Bank, wh.ih 
in turn offers them certam priMleges, such as rediscounting of bills and 
promissory notes endorsed by them, grant of loans, etc It can m turn 
Jiorrow money from them for short periods It is prohibited from allovvinj, 
interest on deposits, engaging m trade, etc It has to publish from time 
to time Its Bank Rate. i.e. the rate at rvhicn it is prepayed to discount 
■approved bills and commercial paper It is empowered to carry out open 
market operations Provision has also been made for the esiablishment o 
a special Agncnltural Credit Department by the Bank It is hoped that 
the Reserve Bank will be able to reorganue end unify our money market, 
xednee money rates, relieve monetary stringency dunng the busy season, 
Iielp agriculture and generally strengthen our banking system. 

The -Imperial Bank of India was established m 1921, being the result 
•of an amalgamation of the old Presidency Banks Dnti t le cs a is e 
■of the' Reserve Bank of India it performed certam bankmg 
^o^e^nInent account It is now the sole agent of t e allow- 

•India and continues to be subject to a special Act, w ic , w i e 
mg It to deal m foreign exchange, prohibits it from , 

longer than six months or against immovable property e nunj^er 

is now the premier commeraal bank in the country and has a large number 

of branches (exceeding 160) throughout the <»o°'ry vranches of 

There are 18 Exjiangc BanU in India, all of them bemg t»"ches ^ 
foreign hanks. Their mam business is to finance the expor , ? 

trade of India. They buy export bills and get 

They also collect im^rt bills drawn on Res^ir^e 

e.xport and import goTd, and buy and sell sterling from “ 

Bank Latterly they have been entering into 

Jomt-Stpek Banks by attracting large Committee 

■even the internal trade of the to these 

has recommended the issue of licences subjc t 

Banks so as to bring them under Central Bank of 

The most important Indian Joint-St Baroda 

I.ta, .h, B..k rf Wm, th. Ba.U 

and the Allahabad Bank. As in England, tne i joans for 

are mainly commercial banks They accept eposi = banking business, 

short periods, finance the inland trade and transa g 

Indian Bank-ing stood the 7he Commencement of hostilities. 

Banks, and (ui) Postal Savings Banks controversy 

The hoarding hahit - It is Cgi fte result of con- 
and has received a good deal of atte • .„,„1 “customs In order to 

•ilitions of insecurity in the past an ai productive 

wean the people from this habit ^ j ^ bing facilities throughout 
' use of their hoarded wealth, further extension of banaing 

^he country is urgently called for 
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FINANCE 


§1. Introductory remarks, — Indian finance lias undergone a 
gte,<t change in recent years. Before the war (1914-18) there 
Used to be only one budget for the whole of India, mid the 
Gontii'i (Joveinineut was tlie only laving authority. Since the 
w.ir there has been a practically coniplote separation of provin- 
cial (rota central finance. About fifty years ago land revenue 
was fur and away the most important source of revenue. Other 
oOiirccs of revenue like customs and income-tax are now 
coining more into the picture, and some sources like opium, 
which used to he of great importance, have dwindled into- 
msignificance. Also in normal years the railways are now 
expected to contribute something towards general revenues 
instead of being a diam on them. 

We shall now pioceed to discuss the princiiial central 
heads of Tctcmte. 

(i) Castoms (import^ tariff. — Until recently, the Indian 
taviil was on a free trade basis. Between 1882 and 1894 there 
were practically no import duties. In 1694, however, a 
general 5% ad ratornn duty (from which a few things like 
cotton yarn and piece-goods were exempted) was iinjibsed 
on all imported goods. Tho object of this duty was revenue 
and not protection of any indigenous industiy*. At the end 
of lS9d, the duty wms made applicable to cotton yarn and 
piece-goods also. In 1S9G the duty on cotton piece-goods was 
lowered to 3^% and an equivalent excise duty w'as levied on 
mill-woven cloth produced in India. The excise duty w'us 
bitterly resented m India but it was not taken off till 192G, 

Extensive changes in the customs tariffs have been intro- 
duced since the war of 1914-lS and a large number of imports 
have been subjected to duties of varj’ing size. At first the 
duties were imposed primaiily for le^enue purposes in order 
to enable the Government to meet the great increase of public 
expenditure. , In 1924 the policy of disciimmate protection 
was accepted, and accordingly some ot the impoib duties (and 
their number is steadily growmg) have been levied mainly 
, for the purpose of granting protection to certain selected in- 
dustries ^ Batterly the idea of Imperial Preference has been 
superimposed on out tariff an-angements. On 20 August 
. 1932 a general trade agreement was signed at Ottawa betweeR 


“ See ch iv, §4 
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India and Uie United Kingdoin followed by a suppleiiientar_v 
agreement regarding iron and steel on 22 September 1932. 
I'liese Agreemcius wore replaced by a new agreement called 
tlie Kew IndO'Bnti^h Trade Agreement m 1909. The pro- 
fessed object of thc ‘'0 agieeineuta nas to safeguard India’s 
existing e.X’port tr.ade fiom dangeis winch might be appre- 
hended, to ‘stimulate its recovery from the pievalent depres- 
i'ion and to open out new lines of development to the utmost 
extent possible. In leluin for concessions gianted to ceitam 
Indian good'^ m the United Ivingdoni, coiiespondiug conces- 
sions \\ere granted to Bnti^li goods m the Indian market. 
The Indian taritf, which had so far lieeu a single-decker one, 
thus became a two-decker one. That is to say, whereas pre- 
viously it did not differentiate between irapoits from different 
countries (except m a few cases), it now' adopted tw’o sets of 
import duties — one higher, on goods coming from countries 
other than the United Kingdom, and the other lower, on 
goods of British origin. The budget of 19!l2-3 provided foi 
an overall surciuirgc of 20% on the iinpoit tariff w'lth certain 
, exceptions such as .salt to meet the inci eased o.xpenditnre on 
defence caused by the w'ar. 

In one xvay or another, tbciefore, the list of imported 
articles subjected to fairly heavy duties (amounting to 75% 
VdloTcvi ill some cases) has been considerably enlarged m 
recent year^. Among the dutiable articles mention may be 
made of the following ; cotton piece-goods, railw'ay materials, 
sugar, matches, motor-cars, cinemes. films, watches, silk piece- 
goods, tobacco, cigars, cigarettes, keiosene. petroleum, silver, 
fermented liquors, wines and spirits. 

(ii) Customs (Export) duties . — Until 1860, there was a 
•3% duty on practically all exports, but the duties on most 
articles were abolislied between 3860 and 3880. At present 
”t!ic only important export duties ore those on jute and jute 
manufactures, and on rice. The jute-growmg pro^nces (i e. 
Bengal, Assam and Bihar) are granted a share of the proceeds 
from the jute export duty. . , , „ 

The customs revenue has 

•war of 1914-18. Its yield increased from Bs. 11 13 croies m 
1913-34 to Bs. 45-88 crores in 1939-40 after allowing for the 
loss of re\enuc due to the sepaiation of Burma. . The customs 
revenue now (1946) amounts to about Bs 55 crores. There 
IS a marked tendency to rely increasingly on customs duties 

for revenue.^ 

^ The revenue from Central excae dnties. formerly mclud^ “ “f "n 
ia norv Bhomr eeparataly, bemg Bs. 48 59 crorea (Budget) for 1916-6. It 

10 
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gS. The income-tax. — Tin; adoption of income-tax in India 
on a pcrimment basis elates from 1880. Before tlie war of 
1914-18 the nninml yield from the income-tax n-as only about 
J\s. 3 ciorcs. Ott’ing to successne increases in the itiia, the 
yield IB non- about Ks. 42 crorcs (including smebargeg and 
the excess piofitfi tax levied during the present war) accord- 
ing to the Budcfct of 1942-3, exclusive of the corporation tax 
(Ip\ied at the rate of 1^^ anna in a rupee) estimated at 11s. 22 
croi CB. 

Since 1910 a scale of piogi-ession has been introduced, so 
that the into of the tax varies m accordance with the size 
of the income, being higher for the bigger incomes and lower 
for the sraallcr incomes. In addition to the ordinarj' income- 
tax, n progiessive super-tax has to ho iiaid on income.s of 
Ils. 25,000 a year and above. The Income Tax Amendment 
Act (1939) lias intioducod the ‘.‘^Inb’ system, undei which 
progressive lales nic aiipbcd to successive slices of income. 
Under the picvious ‘‘-top’ sjxstcrn the tax was oliarged at the 
eaine rate on the wliolc income, the latc rising with the 
income. The po-Jifion at present (May 1940) is as shown 
below : 


Anniml iticomo 


Income In': 


On the lir't ICi 2,000 of tol.el inconio 

On the next Us O.fiOO of total income 

Oft the next En 0,000 of total locomo 

On tlie next ii« 6,000 of total income 

On the Iralonco of total income 


Mil 

12 pies 
24 pics 
■12 ptes 
CO pics 


Note. Emplojeos jvidi salaries ranging hcinccn Es. 1G7 to Es 20S per 
month pay Es 2-0-G inslcail of the previous figure of Es 4-lS-G. 

One-fifth of 'earned income' mibjcct to a ninximiim of Es 1,000 in terms 
of income is exempted. 


§4. Salt. — The salt letenue was inherited by the British Gov-’ 
eminent from its predecessors along with a number of transit 
dues. These latter were abolished in 1843, and the salt duty 
was at the same time consolidated and raised It was very 
high in the beginning, being Bs, 2 per maund in 1882 and 
Bs, 2-8-0 per maund in 1888,- Since 1903 the rate has on 
the whole been on the downward grade. It now stands at 
Be, 1-4-0 per mannd or Be 1-9-0 inclusive of the surcharge j 
levied in 1931. The salt duty is a tax on a necessary of life 
and IS therefore unpopular. Public opinion is stiongly in 

coii<iisla of oxciae duties first lei led on sugar and mntohea m 1934 nnd excise 
duties on Iteroaene nnd motor spirit produced in India proper Tlio salt 
duty is separately shown 
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, favour of abolishing it altogether. It is not possible to do so 
at once because that would mean saciificing a revenue of 
over Es 8 trores every yeai . Howevei , the aim should be 
steadily kept in view and the tax should be reduced as oppor- 
tunity offers. 

§5. Opium. — Opium was at one tune a considerable source 
of revenue yielding about Es 8 crores per year But in order 
to assist China in suppressing the opium habit, the Govern- 
ment of India entered into an agreement with China m 
1907 and again in 1911 undertaking a progressive reduction 
in the exports of Indian opium to that countiy In 1926 an 
announcement was made to the effect that in future 
ports of opium would be abolished except foi strirtlj' me 
purposes. This is now an accomplished fact Interna co 
sumption of the drug is also strictly regulated ihe opium 
leyenuo has thus declined to half a crore of rupees 
'/I 'S' ’ Proyincial revenue and expenditure. We , 

' mscussed the mam souices of revenue enjoyed by e ^ 
Government We shall now pass on to consider piovmcial 
ll63lds 

7, Principal provincial heads of 
—Land revenue has already been discussed -nras 

(§§29-371 The ' total amount collected m 1939-40 
T Vl cSs m the whole ot Enheh Into end reme.ns 

appioximately at the same level up to date ( > to 

(ill Excise —The excise revenue, which amounted to 

Es 12*29 crores m 1939-40 in British ^ tem?^d!u<r6, 

the sale and manufactuie of ^uty on manuf^- 

opium, etc It is levied in the tom oi a ^ 

‘ ture and fees for sale licenses. The major _ 

revenue istobtamed from country the rn^ht 

sale supply fdr a district is granted by contract, and the ri.n 

of retail sale is auctioned , , g™. 

The mano obihct o£ ae e^se 

pression of the evil of drink, ine w v liauor, but 

relied largely on the JfSucEon Other methods 

not so much as to stimulate illicit p gj-ons lowering the 

are rationmg, reduction in 

hmits of possession etc Iron-official opinion 

supplied, curtadmg the hours of 

is inclined towaids -rpneral towards a stricter 

tion of the number of shops, and g m-ren bv the 

policy of control, ^nd ^atteily, imder^^ completf prohibition 

provincial Congress Ministries to d their own 

Extreme methods, however, are . ^ 
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object by encoin aging smuggling and illicit distilliitiou, or to 
lesiilt in people lesoiliiig to some other habit that, may be 
even more obnoxiou',. The practical fctatesnian will bear in 
mind all tho^e danger^ and dilliculties and will aim at a bapp> 
mixture of daring and circumspection in dealing with the 
problem. He mu.->t ciide.ivour to empbasize the moral aspect 
of excise polic} and avoid the temptation of shirking impor- 
tant {iiaclieal leforms because tbe\’ may mean some imme- 
duto financial loss to the Government. 

Jn IbdS-U piolnbiiion was introduced in Salem district by 
tlio Madra.s Government and in Abmcdabad and the town and 
island of Bombay by tlic Government of Bombaj'. Bihar 
did hkowtse. Certain legal and technical difficulties Jiave 
recently (1940) resulted in partial relaxation of the jwlicy of 
[irohibition in Ahinedabad and Bombay. 

(in) Other sources of revenue arc judicial and commer- 
cial stam{)s, fees for legi.strafion of documents, foiests (derived 
from tlic sale of timber, grazing fees, etc.) and the ‘sche- 
duled taxes', 1.0 certain specified tnxes such us the Enfer- 
tainmenl Q'ax, which the piovinces were ernjioweicd to impose 
at their discretion under the Beforms of 1919. 

Some province.? have levied new taxe.s since the introduc- 
tion of Provincial Autonomj' in 3937, such as Sales Taxes, 
the Employment Tax, the Immovable Property Tax, etc. 

Wc shall now turn to (be expenditure side and consider 
the mam items of central and provincial exjMmditure. 

§8. Public expenditure (Central and Provincial^. — Since the 
beginning of the present century, and especially during the 
last twenty-oight jcai.s, theie has been a striking increase in 
public expcndituie m India. For example, the total amount 
of central and provincial expenditure increased fioln Es. 124 
Cl ores in 1933-14 to Bs. 223 crores in 1940-1 (Budget). This 
IS the experience of all civilized countries liecause the scope 
of governmental activity has immensely increased in recent 
years liui as G. K. Gokhale pointed out, ‘while increased 
expenditure in other, countries under popular control has 
helped to bring increased strength and security to the nations 
and increased enlightenment and prosperity” to the people, 
our continually increasing expenditure has, under autocratic 
management, defective constitutional control and inherent 
defects of alien domination, only helped to bring about con- 
stantly increasing exploitation of our resources, has retarded 
our national piogress and burdened us with undefined and 
indefinite financial liabilities Compelled to meet the demands 
of a forward imperial frontier policy . . . and constant borrow^- 
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mg fox commerciar enterprises, often undeitaken m conse- 
quence of the pressure of English commercial classes, our 
Indian Government has little money to spare, with all its 
increase of taxation, for purposes of national education.’ 
Gokhale attributed a large part of the increase in public ex- 
penditure to the distrust and suspicion created by the Mutiny, 
which led to the wider employment of costly Biitisb services 
The most serious growth in public expenditure was caused 
during the war of 1914-18 and the period that followed it. 
The mihtaiy expenditure, which was already high, namely 
Es 29*84 ciores in 1913-14, rose by leaps and bounds and 
stood at Es. 67*38 crores in 1920-1. Since then by successive 
reductions the figure (net) was brought down to about Es. 4S 
crores The belief, however, was widely held that theie was 
still further scope for substantial economies National safety 
IS pf course a matter of paramount concern and we must be 
reasonably well prepared to meet all likely contingencies. At 
the same time we must never allow ourselves to forget that 
India is a very poor country and we must be chary of piling 
up unproductive expenditure that is not obviousl}^ necessarj'. 
The recent war has been responsible for a very sharp increase 
in the defence expenditure, which has been iilaced at 
Es 243*77 crores in the Budget estimate for 1946-7 

The enormous increase in the expenditure on cml admims- 
ti-ation has been another popular grievance against the Gov- 
ernment, the complaint being that the Indian admmistration 
is one of the costliest in the world The constitutional reforms 
have’ always been attended with heavy additions to adminis- 
trative expenditure. 

In both the military and the civil blanches of administra- 
tion there is need for a rigorous pursuit of economy by reduc- 
tion of establishments, progressive Indianization, etc. It is, 
however, equallj’- necessary to spend as freely as possible on 
the ‘nation-building’ departments — on education, agriculture, 
industries, irrigation, etc in order to achieve the economic 
uplift of the people. The present scale of expenditure on 
these departments is very meagre 

§9 Burden of taxation” — The percentage of national income 
taken as taxation is low in India as compared with some other 
countries like the United Kingdom (about 6% as against 
over 22% in the United Kingdom before the recent warj.^ 

' The burden of taxation (central and provincial, mcladmg land revenue) 
per head m British India was Es 4-10-10 in 1938 9 According to Sir 
Piirshottamdas Thalnirdas, the burden of taxation per head was Ee. 1-13-9 
in 1871, Es 2-6-6 in 1901, Es 2-14-5 in 1913, and Es 6-1-8 in 1932 
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Btit considnt mg (lio jwert} of llio people, Uio biiulen of (axa- 
(lon cannot be conf-nlcreil to be light. Benidc'^, the rjUC’^tion, 
cannot be c(»n‘'Uloi ed apart from the diiection of public ex- 
pondituie. If tbe exiionditiire i"; really beneficial to Uic 
nation, this would lie piopeily regarded as a compenpation 
and justific.ilion fm the taxation, but, ns wc bare alieady 
seen, the jKisition m tins respect is far from satisfactory. 

Befme the wai, taxation was very unevenly distrilmted 
between tbe differenl classes of tbe community. Tlie poorer 
sections liore the brunt of the burden in conneKion with tbe 
land revenue, Piilt tax, excise duties, .stamp.s, etc. The war- 
and post-war ehanges m taxation dming tlie wai of IOl‘J-18, 
the post-war period and the recent v,ar have made the .svstein 
somewhat more oijuitablc by the introduction of a pinduated 
income-tax and supei-lax — not to speak of tbe Bxccts Piofits 
Tux' — and the lew of special import duties on luxurt articles, 
wliicb naturally affect only the richer classes, ]3^cn so, a 
considornblo degioo of inequality slill pensists, and it needs 
to be rccliliod by tbe removal or reduction of faxe.s which 
press dispioportionatcly on the pooler .sections, and by relying 
increasingly on taxes likely to he borne mostly by the richer 
sections 

§10. Recent Indian finance. — As was to be expected, the 
war of 191<j-18 seriously dislocated trade and industry, and >• 
therefore public finance also, Li contrast with tbe, budget 
surpluses which ehar.icferwed the pre-war jicnod, there came 
a succession of deficit budgets in both cential and ptovmcial 
finance. Vaiious economies w'ere cairicd out on the hues 
lecommcnded by tbe Betrenclnnent Committee of 1022-0. and 
surjilus budgets became again a feature of Indian finance for 
some years lieginning from 1020-1. After 1927-8, Iiowcxer, 
budget ccjuilibrnim wn.s disturbed. Tlie woild economic de- 
pression caused a very serious deterioiation of many important 
revenue heads like customs and income-tax , and adversely 
affected tbe earnings of commercial depaitments like Rail- 
ways and Posts and Telegraphs. The deficits had to be 
covered by lieaw additional taxation — aliout Bs. 45 crores in 
tbe three years 1930-3. By this means, however, the Central 


'■ Inflia’s first post-war budget for 1916-7 remoros the E-rcess Profits Tax on the 
ground that if seriously hamperod induslr}- and entcqirise Tiio reduction ol 
the duty on kerosene 'and motor-spirit and reduced jxistal rites are in- 
tended for tho benefit of tho poor man Purlher extension of the principle of 
exempting earned income makes tho taxation system more equitable The heavx- 
specific duty of Es 23 per tola on gold has caused discontent as bemo burden- 
somo to the common man. ® 
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Budget \Mis able to show a small surplus, which cousideiabB 
increased duiing 1931-5 and 1935-6, makmg some relief m 
taxation (e.g. income-tax) possible. The figures for 1936-7 
revealed, hoMevei, a deficit of Rs. 1’78 cioies, owing to deteii- 
oiation in leveuue undei Customs and Income-tax This 
nece.ssitatcd an mciease m sugar excise duties Subsequent!}' 
the Budget position impioved, but deteiiorated again m 1938-9 
owing to the tiade ‘recession’. The commencement of the 
lecent war has once again cieated heav\ deficits,^ which have 
had to be met paitly by additional taxation" and paitly by 
boriowing, 

§11. Public debt in India.— The ougm of oui public debt is 
to be tiaced to the wais of the East India Company The 
debt mheiited from the East India Company by the Govern- 
ment of India was pmely unpioductive. Since 1867, however, 
the pioductive debt incurred for the construction of railwa}'s, 
irrigation works, etc., has gone on increasmg. By far the 
erreater portion of the public debt of India drumg the war or 
1914-18 was raised in England. The unexpected success 
which' attended the Government’s attempts to raise loat^ m 
India during the period of the war of 1914-18 made the Gov- 
ornment realize the strength of the Indian rnoney market, 
and now most of the public boriowing is done m the country 
itself. It is gratifying that the bulk of the public debt is 
productive in its character, being contracted chifefiy for the 
construction of iailway.s and irrigation works. 

'' The total public debt (i.e. the Ji’terest-bearmg obi ga. 
■tions) of the Government of India at the end of 1944-5 (Revised 
estimate) Rs. 1819 02 crores; Rs 34_10 croies being steilm^ 
debt m England and Rs. 1784-92 cioies bemg rupee 
debt m India. The bulk of this debt represented interest- 
yielding assets, such as capital expenditure on railways, 
capital advanced to prownces for irrigation v, oi v , 
is noteworthy that the sterling debt of imdi 
rapid decline from Rs 512-15 croros m o Rs 3410 

■crores in 1942, following the repatn^on 
particulaily during the lecent war- aTrceess assisted by the 

' The estimated deficit in the budget of 19-16-7 is Es ^ 

- The central additional taxation imposed during the ^ere 
■euintned up as follou'S (a) Direct taxation . (i) ’ income-tax 

charges on income-tax, (in) Lowering of the exemp ion i matches 

<b) Indirect taxation -d) Increases in ” 

kerosene and silver, (ii) New excise duty on tyres, (m) (-.i' Enhanced 

on the import tariff, (iv) Higher railway rates an ares, 
postal, telegraph and telephone rates ' 
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acquisition of Jnrgc sterling assets’ by the Tteserve Bank of 
India." Contrariwise tliore has been an increase in Hic rupee- 
debt from Bs. C93-00 in J93d to Bs. 378'i-92 in lflM-5. 
India lias thus succeeded in greatly reducing her external 
debt and lessening to that extent tlie complications of her 
exchange problem. 

§12. Financial relations between the Central and Provincial 
Governments. — -From 3833 to 1B73 all financial jxiwcrs were 
in the hands of the Government of India, whioli controlled 
the Binallesl details of piovincial expenditure. Ijoid Mayo 
was impressed witli the nccessit}' of some decentralization 
m order to enlist greater interest and more animated co- 
operation on the paif of the provincial govennnents in deve- 
loping the public revenues and managing them with all 
po^slbIo economy. He initiated the system of ‘Provincial 
Settlements’ in 1871, under which certain heads of expendi- 
ture, local in character, were handed over to tlio provinces. 
For the management of these, the provinces were given, in 
addition to the departmental receipts, annual fixed lump-.sum 
grants, tlio deficiency being made good by local taxation if 
necessary. The system of decentralization thus initiated was- 
successively improved and extended in 3877, 1882, 3904 and 
1912. The position before 1919 w.as as follows : 

On the revenue nidc the Cential Government retained 
for its use all the revenues which could not be allocated or 
traced to any province, these being called the Imperial Heads 
of Bevemie (such ns Opium, Eailwaj-s, Customs, Salt, Posts, 
and Telegraphs). Of the icmaindcr, some were wholly pro- 
vincial, like Forests, Excise (in Bombay and Bengal), Bcgis- 
tration, the departmental receipts from such provincial depart- 
ments as Education, and Law and Justice. Lastl}", there 
was an important class of divided iieads of revenue, such as 
Land Eevenue, Income-Tax, Excise, Irrigation and Stamps. 

On the expendihtre side a .somewhat similai arrangement 
prevailed, and tbeie was a special arrangement for the sharing 
of expenditure on fa^nes. 

Since the Eeform’s of 1919, of which the kejmote was 
financial autonomy, the divided lieads were abolished and the 
new allocation of revenue and expenditure was as follows ; 
(i) Impend Heads of Rcvemie : Opium, Salt, Customs, In- 
come-Tax, Eailways, Posts and Telegraphs, iRIiiitary receipts- 
(li) Provincial Heads of Revenue : Land Eevenue (including 

^ These assets are expeotca to total Be 17 29 crores by the end of 194G-7- 
“ See ch vi, §11 
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Irrigation), Stamps (judicial and commeicial), Registration, 
Excise, Forests. 

Provincial contnhjdwns. — The abolition of divided heads 
of revenue and the provinciahration of some heads like Land 
Revenue and Stamps resulted m a laige central deficit A 
Committee (ilcston Committee^ appointed in 1920 to consider 
the question of meeting this deficit proposed a scheme of 
provincial contributions to the central exchequer. The Meston 
Settlement failed to please anj’bodv, and tJieie was an un- 
ceasing clamour for the abolition of the contributions. The 
gradual improvement m the finances of the Central Govern- 
ment enabled it to giant substantial remissions m 1925-6 and 
the succeeding years, and with effect from 192S-9 the system 
of provincial contributions was completely abandoned. In 
spite of this, however, the mam grievance of the provmces, 
especially of the industria.! provinces like Bombay and Bengal, 
stUl remained, namely, that with statKyimnj needs the Central 
Government had clastic sources of revenue, e g. income-tax 
and customs, while the provinces, whose needs were rapidly 
expandmg, had been given sources of revenue like land 
revenue and excise from which it was difficult to obtain cor- 
respondingly larger incomes A small share m the income- 
tax was eventually granted to the provinces. 

§13 Indian finance under the Constitution of 1935. The 
important question of distribution of revenues between the 
Central’ Government and the provinces (or units of he 
coming Federation) has been recently considered by various 
committees and commissions, such as the Simon Commission 
(Layton Report), Fedeial Finance Sub-Committee of ffie 
Round Table Conference (Peel Sub-Committee of the Federal 
Structure Committee), and the Percy Committee. _ 

The Government of India Act of 1935 which u ^ 
the new constitution contained the following provisions 


on the findings of all these bodies. ^ 

The folloiving duties and taxes were to be levie an 
lected by the Federal Government ; 

(i) Duties in respect of succession to property other 

than agricultuial land. , , ^ 

(ii) Stamp duties in respect of bills ^ f 

promissoz-y notes, bills of lading, letters of ere i , p 
insurance,- proxies and receipts. oa w 

(iii) Terminal taxes on goods or passenger 

railway and air. , , 

(iv) Taxes on railway fares and freights- 

The net proceeds of the above duties and taxes were 



to form part of the rovcnuos of the Pecleral Government but 
wore to i)c distributed accoiding to certain principles among 
tlic provinces and federated States within which tlio said 
duties and taxes have been levied. It was open to the Federal 
Lcgislatiue, however, to le%w a suichargo on these duties and 
taxes and to iippropnato the proceeds for Federal purposes. 

Tffrc.v on IncOritn {crclndtng corporation tarcs ).^ — ^Taxes 
on income, other than agricultural income, weie also to be 
levied and collected by the Federal Government. A per- 
centage of the not piocecds prc'^cnhcd by Orders-in-Council 
was to be assigned to tlic provinces and the federated States 
withm w’hicli .such tax was leviable in a given year in such 
manner as might be prescribed by Oiders-in-Council 

The Federal Legislature could at any time inciease 
such taxes b}' a surcharge for Federal puiposcs. 

Salt cj-cisr and crport dnlies. — Duties on .«alt, federal duties 
of excise, aud exjioifc duties w’cre to he levied and collected 
by the Federal Government. But the Federal Legislatuie 
might pass an Act providing for the payment to the pro- 
vinces of sums equivalent to the whole or part of the net pro- 
ceeds from such duties, out of the federal revenues. 

In the case of any export duty on jute oi j'ute products, ,at 
least one-half of the not iiroceeds was to bo assigned to the 
provinces in which jute is giown, the distribution being in 
proportion to the respective amounts of jute grown in them. 

No Bill or amendment was to be introduced or moved in 
the Federal Legislature (except with the previous sanction of 
^he Governor-General) which (i) imposed or varied any tax 
or duty the whole or jmrt of the net proceed.s whereof are 
assigned to aii}' piovinco; or (ii) varied the meaning of the 
expression 'agricultural income’ as defined for the purposes 
of the enactments relating to Indian income-tax; or (lii) affected 
the pnnciples on wdnch moneys are or may be distributable 
to provinces or States; or (iv) imjiosed any such federal sur- 
charge as is mentioned above. Before giving his sanction in 
this case, the Governor-General was required to satisfy him- 
self that all practicable economies and all practicable roea- 
•sures for otherwise increasing the proceeds of taxation re-, 
tainablc by the Federation would not result in balancing 
federal receipts and expenditure in that year. 

§14. The Niemeyer award, — ^The Secretary of State ajipointed 
Sir Otto Niemeyer to conduct the financial inquiry contem- 
plated by the Government of India Act (1935). His report, 

‘ A corporation tax means a tax on the profits of companies. 
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setting forth the teims for the financial settlement between 
the Central and Provincial Governments with special reference 
to the division of the income-tax under the new Constitution, 
was accepted, and 1 Apiil 1937 was announced, by Orders- 
in-Council, as the date for the inaugiiiation of pronncial 
autonomy. 

The Niemeyer repoit proposed to give financial assistance 
to the provinces in three ways, partly by annual cash sub- 
ventions to certain provinces like the United Provinces, Assam, 
Orissa, the North-West Piontiei Province and Sind, partly 
by cancellation of the net debt incurred previous to 1 April 
1936, and partly by distribution of a further 12 of the 
jute tax to the jute-growmg provinces (Bengal, Assam and 
Bdiar). ’ , > 

The extra recurrent cost to the Centre was Ks 192 lakhs 
Orissa was to get a further non-recurrent grant of Es. 19 
lakhs and Smd of Es. 5 lakhs. 


Assignment of income-tax to the provinces. — Tins was one 
of the major subjects of the Niemeyer inquiry. The Eepoit 
calculated the income-tax to yield Es 12 crores a year after 
the separation of Burma. Half of this (Es 6 crores) was 
assignable to the provinces, but for the first five years, accord- 
ing to Sir Otto Niemeyer, it would have to be retamed by 
the Centre in order to consolidate its financial jiosition. In 
the course of the next five years the revenue would gradually 
be made available to the provinces, so that after ten years 
the provinces would receive their full share of the incoroe- 
tax. So long, however, as the portion of the distributable 
sum remaimng with the Centre, together with anj contribu- 
tion from the railways, aggregates to less than Rs- 13 eroies, 
the proceeds of the income-tax will not be distributed among 

the provinces. , , , • i i 

' It was at first apprehended that a considerable interval 
must elapse before the provmces would begin to receive eve 
a partial benefit, and a still longer inten^al before they re- 
ceived the full benefit from their share of the income-tax 
Portunately, however, for the provinces, the partial 
ment in Central revenues and the Eailway surp us ™ 
possible for the Central Government to make a e^in ^ 
transferring to tlie provinces a portion of the t 

der the Niemeyer award in the financial . 

recent, years a fairly substantial np^ordance 

accrued to the provinces It may be added &at i - j^uja 
with the recent (1940) alteration in the ^ xi „ j.j,,jj. 

for assignment of provincial shares of income- , 
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\vay coniribution 1ms becu altogrlher excluded from tbe 
central cnlculation of the sura available for the provinces in 
view of the cotnplcle change in the finaricml situation brought 
about iiy the uar. The new arrangement is not, however^ 
unfair to the provincco. 

Sir Otto Niemcver's recommendations repro'-ent a com- 
promise lietween a number of conflicting aims and A'iew- 
pointb, and it must be admitted that they arc characterised 
b\ a spirit of lealism and praolicalncss rather than a doc- 
tnnanc adhesion to any theory of federal finance. While 
central needs must lie provided for. at the same tune the 
ptovinces must ho given expanding coinccs of levenue to en- 
able them to finaneo schemes in the nalion-lmilding depart- 
ments. 


Ijocin FiN.ixci: 

515. Municipal finance. — Municipahties are given a uide 
choice as to the foim of the taxes they niav levy. The taxes 
levied by the local authorities may be iiiouped under four 
mam beads : (i) taxes on trade, for example octroi duties, 
terminal taxes, and tolls; (ii) taxes on properly, for example 
taxes on houses and their .sites (and, in rural areas, the cess 
on landl; (m) taxes on persons, for example taxes on pro- 
fessions. trades and callings, on pilgrims, on menials and 
domestic seiwants; and (iv) fees and licences. Fees are either 
for specific services rendered by the ^Municipality, such as 
.scavenging fees, 01 are partly of the natuie of luxury taxes, 
and partly lo^ied for purposes of regulation, .such as licences 
for music, vehicles, dogs and other animals. There are also 
license fees for dangerous or offensive trades. 

The principal sources of municipal income are Rates and 
Taxes; octroi; taxes on houses and lands, animals and vehicles, 
professions and trades, tolls on roads and ferries, rates on 
watei, lighting and conservancy, j'ent of lands, houses, etc., 
fees, receipts from markets and slaughter houses, and grants 
from Government. The main heads of municipal expenditure 
are General Administration and collection charges; public 
safety — ^lighting, police, fire, etc ; public health and con- 
venience — ^water supply, drainage and conservancy. Hospitals 
and dispensaries and vaccination. Plague charges, markets, 
gardens and sanitary; public x\orks; Public instruction; con- 
tributions for general purposes; J^fiscellaneous — ^interest on 
loans; other miscellaneous expenditure. 

Since the total income, of about Bs. 4‘2 croies per annum 
is distributed among as many as 812 IMunicipalities (including 
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the three big Presidency Corporations), it is obvious that the 
•average Municipality in India is very poor in resources. The 
mam source of mcome is rates and taxes, which accounts for 
about two-thn’ds of the total municipal revenue The remain- 
mg one-third is derived from municipal piopeity, contributions 
•out of provmcial revenues, and miscellaneous sources 

The heaviest items of expenditure are conservancy 
and public works, water supply, drainage and education 
Mumcipalities are often unable to meet then expenditure 
from ordinary revenues and have generally to borrow 
money, either from the Government or m the open market, 
for carrying out large projects m connexion with water supply 
and drainage works 

§16. District Board finance. — The mam source of the revenue 
•of rural authorities is a tax or cess (called Piovmcial Rates) 
levied on the annual value of the land and collected with the 
land tax, though this may be and often is supplemented by 
taxes on companies and professional men, and by tolls on 
“vehicles Recently there has been a tendency in some pro- 
vinces either to increase the general rate, or, as m Madias, 
to add new cesses for specific local purposes such as elementary 
•education. The rates of the cesses are left to the discietion 
•of the local bodies, subject to certain maxima and minima laid 
■down by the provincial Legislatures. The limits vaiy froin 
•Ql% to A very large pioportion of the levenue of the 

Rural Boards consists of subventions from Provincial Govern- 
ments. These are given not only as giants-in-aid for parti- 
•cular services, but not mfiequently m the form o capi a 
sums for the provision of works ot construction. Other somces 
of revenues are Civil Works and mis^Haneous , , 

The main items of expenditme are Education, Civil orLs, 

"Sanitation, Hospitals, Debt etc. 

The total income of about Rs. 17 ® 

1,098 Boards, which means that the ruial 

•even weaker financiaUy and have consequently shown less 

progress than the urban Municipalities imnrove- 

§17 Inadequate resources of local bodies and their 

•menL-The question ot to the 

prominence since the transfer ot loca g nn-mpra tliat 
Ministers (1921). Considering the ^mn 
has taken place and the wide range o jj^jgg pigt 

public health and *'°^r'!feTesource7of th^e bodies at 
- trict Boards and panclmjats, the res for them to 

present are utterly inadequate. It is Apait 

Teach modern standards unless they have 
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from <he low tnxable fap!icii.y of the peojjlo and their alleged 
uuwillingnosp to tux ihcrnselves, another difliciilty is that only 
a very small share of the taxation of land (winch in other 
countries like England is the piincipal somcc of local finance) 
IS allotted to local bodies. The Taxation Enquiry Committee 
has rightly pleaded for the standardization of land levenuc at 
a low rate so as to leave inoio scope for local .taxation. Tlic 
same Committee has also iccomrncnded (i) empoweimg ithmi" 
cipahties to tax ad\ertisements; extending the scope of taxe.s. 
on entertainment and betimg, and giving local bodies a sub- 
st4uitial shaic of the juocecds; Ci) cmjiowenng local bodies 
in selected mens to levy a fee for the registration of marriages; 
and ( 111 ) supplementing the rcsoutces of local authorities by 
subsuhes wlneli ordinnnh ^iiouhl be le.stncted to ser\ites of 
national miport.anco and gr.intcd in such a way as to enable 
the piovincial Goi eminent oiTeetivoly to enforce efficienc;\. 

The Bombay Local Sclf-Goveinmcnt Commit, tec (1910) 
endorse most of these leconirnendations and make further pio- 
posals (such ns a tax on the tian.sfeis of immovable pioper- 
tics, taxes on mairiages and adojihons and assignment of the 
entertainment tax, etc for the benefit of municipalities) and 
of land levenue in the ca'-e of unal local bodies. 


/ SOMMAJiy 

Erccnt \cnrp ll 1 ^e A\iliie«’ctl toti'iiilcniblu chamjcn ui Itic fintilttal fiiston 
oj hidta TU" jirormccr hn'vo ncllll^<'<l greator Cnnncml indcrcncleucr, find 
new' pourerp of rowmio (oilier tli.in Lund Eevrnut), liKo Iiicoroo-Tn\ .and 
Cnstomi, lia\e come into jiromincnco. The regime of customs duties mnj bo 
said to lia\c plarted from Uic yr.ar IP'll The custoiiif duties were until 
recenlh (1021) for rc%enue purports .and were sometimes balanced lij oxcii-e 
duties ns in the ca=c of tlio cotton excise (abolished in 1020). 

The ])cnod pince the war of 101418 has been marked by a great increase 
in the reienuo from customs duties. Since 1021 some- of them liaxe been 
imposed in furtherance of the policy of discriminate protection, und latterly, 
ns a result of the Ottawa Agreement of 1033 (replaced by the new Tndo- 
Brilish Trade Agreement of 1039), our tnrifl system has also come under the 
influence of the policy of Imperial Trcferencc and has become a two-deckor 
one in consequence , 

The only important export duties are those on jute and juto manufactures, 
and on rice 

Tho vicomc-iar was first levied on a permanent Basis in 18SG Its history 
since that date has been charnctorizcd by increases in the rate, introduction 
of progression, and imposition of a super-tax and excess profits tax w'hich 
however has now been abolished. 

The salt t/ix yields about Es. 8 crorcs per year. Being a tax on a neces- . 
sary of life, it is unpopular. It should therefore bo reduced, if not altogether 
abolished. 
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Opium 3B now quite negligible as a source of revenue As a result of an 
agreement with China exports to that country as indeed to other countries 
have now been stopped Internal consumption is also strictly regulated 
The principal provincial heads of revenue are Land Eevenue, Excise, 
Stamps, Eegistration fees, and the new taxes levied smca the introduction 
of Provincial Autonomy such as Sales, Emplojment and Immovable Pro- 
perty taxes 

The revenue from excise must dimimsh with the success of Government 
pohcy ip putting down the evil of drmk. For ensuring genuine and lasting 
success, however, the Government must proceed with courage and determina- 
tion tempered with caution 

' Since the beginning of the present century there has been a great increase 
of public expenditure in India, much of which is characterized by the 
critics? of Government as nasteful and not in the interests of the nation. 
Criticism is directed particularly against the excessive growth of liiilitarij 
expenditure during and since the war of 1914-18 The mihtary budget, 
after bemg substantially reduced in the years before the recent war, has 
rapidly mounted smee its commencement in September 1939. Eednction in 
mihtary expenditure has been demanded on the ground that the burden 
presses much too heavily on the poverty-stricken people of India 

On the cnnl side the complaint is that administration is needlessly ex- 
pensive and It IS suggested that it is possible and desirable to cheapen it, 
e g 'bv substituting Indian for European agency. It is essential to spend 
more money on the nation-building departments like education, agriculture 


and industries. , , 

The burden of taxation in India is high considering the poverty of the 
people and the unproductive nature of a great deal of the public expendi- 
ture Taxation is also unevenly distributed, and its incidence is iindiily 
heavy on the poorer sections of the population Since the war of 1914-18, 
and again since the commencement of the recent war, the injustice has 
been rectified to some extent by imposing additional taxation which la s 
largely on the richer sections and reducing taxes falling mainly on the poor 
Recent Indian finance has been characterized by heavy deficits, caused 
by the increase in public expenditure during the recent war, necessitating 
much additional taxation, direct and indirect 

Our public debt was in the beginning for unproductive ' “5 

Since 1867, however, the proportion of the productive debt ^ 

Increased Also internal borrowing is being i “r Ac 

preference to loans raised abroad. The recent substantial r duction in the 
sterling debt of India by repatnating sterling loans is therefore to 


Fiimucml reiat.ons -Before 1871 all financial 
the hands of the Central Government Smee then there has been a ^adua 
process of devolution in favour of the provinces The la e t 
levelopment is that contemplated in the Government of f"''" 

The arrangement as decided ^ There 

can ^ 

only the units can levy In some cases the jurisdiction is c 

taxes are controlled by one authority though the yield may be shared by 
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In FOino cnsoi llio jipM of « jjinou tax may be allocated crclilBitely to onn 
luthoritj lobjeol to a rurclinrgo letmble for ita own bonefit bj Uio olber 
^mboritj. 

Tlic Gotirnmonl of India Act fl'JdS) left certain important details for 
Bub'Cfiucut mveiligatiou and decimon. Accordingly the Secrct,ary of Btato 
app-Jintcd a (.iKC'al t Xpert, Bir Otto Kiemever, to fix the tenuE of the 
financin! ecttlement belv.oen tbo Central and Provincial Govtrmneuts, Bin 
itcp'irt naa accepted Itc iinin recommendations were as follows: 
ti) VroMnual antonoiny to introduced on 1 April IfW. 

Ill) Ciisb aubventioni to be giten to certain pm\nnccs, eg. Orissa, 
XiirtbAYc t rriintirr Protincc and Sind, ao that all tbe protinccs shoiihl 
bare aJifiiiatn rc=n,irrc3 nt the inauguration of tlio new constitution. 

tint Kelicf to be granted to certain prorinces in the form of the can- 
c.cl!aiion of tbe net debt incurred prior to 1 April 

(i\) Distribution of a further lt31% of tbe jute tax to llie jutc-groaing 
provinces 

(v) A'-ignmcnt to tbe provinces of half of tbe iiicome-ta\ (subject to 
certain conditionsl beginning fro-n five ycnrii after tbe inangtiralion of pro- 
\mcin! cutnnomj. 

The Kicmcjcr Award war fairly chum to nj-rcsent ns cgiiitablo an 
arrangement as covild be derwed in tbe cireumnlances. Ijiicbily for tbo pro- 
vinces tbe procers of tbe n'ri.gumenl of income-tax to them has already 
atarlcd, and the provinces have been receiving fairlj substantial sbarcs of 
income lax in rceent years 


tiocvr. l'IV^^c^ 

Miininpahties have to pay for conserv.ancy and public works, water supply, 
drainage and edi’cnfion, and are empowered to levy a wide cbrfico of taxes 
to raise tbe necessary money Besides taxes on trade (such as octroi duties), 
on property, and on persons, they usually levy direct fees fer fcnices 
rendered, and issue licences for purjKiscs of regulation or revenue. Tiierc are 
812 Municipalities in India, but mo t of tbem bavo inadequate resources, 
and have to finance their undortahings by loans 

District Boards have similar responsibility for education, civil works and 
public health in rural areas, and their rc'otirccs are smaller than those of 
Municipalities. Most of their income came from Govcrninent grants 
Education is the most costly item for District Boards, water supply for 
Alnnicip.alities As the resources of both are inadequate, the Taxation 
Enquiry Committee and the Bombay Ijocal Self-Gov ernroent Committee have 
recommended (i) the standardization of tbo land rovonuo nt a low rato, (ii) 
—giving Muniapahlies power to levy new taxes, and On) supplementary grants 
for services of national importance 
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THE NATIONAL INCOME AND UNEMPLOYMENT 

/ 

The NAnoNAii Income 

§1. Estimates of the national income. — Estimates have been 
made from time to time of the national income of India. We 
might set out the chief among them showing the income per 
head in a ‘tabular form as follows . 


Eatimates by 

Belating to year 

Income per head 



Ba a p 

Dadabhai Naoroji 

1870 

20 0 0 

Lord Curzon ' 

1900 

30 0 0 

"Wadia and Joshi 

1913-14 

44 5 0 

Shah and Ehambata 

1921-2 

07 0 0 

Findlay Shuras 

1922 

116 0 0 

ViBvesvaraya 

1922 3 

82 0 0 

V. K. B. V. Bao 

1931-2 

CS 0 0 


The differences m the estimates are due to a number of 
causes. First of all they relate to different periods, so that 
the difference m prices must be taken into account. Thus 
between 1913-14 and 1921-2 prices had risen by about 80%. 
so that Es. 44-5-6 in 1913-14 would be equivalent to about 
Es. 80 in 1921-2. Secondly, the area covered by the estimates 
is not always precisely the same. Thirdly, the methods of 
calculation are not uniform. Practice has varied with regard 
to items to be included and deductions to be made. We must 
further allow for the bias — pro-Govemment or anti-Govem- 
ment-^f the inquirer. Besides the estimates on a national 
scale quoted above, there have been a number of intensive in- 
quiries into the economic condition of certain selected regions, 
e.g. those carried out by Dr Mann in Bombay and by Dr Slater 
in Madras and the investigations in the Punjab conducted 
under the auspices of the Board of Economic Inquiry. 

§2. The poverty of India. — Even the most optimistip of these 
inquiries — whether national or regional — only serve to empha- 
size the fact that the inhabitants of this country are beset 
11 
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with a poverty for which there is no parallel m modern times 
in the coimtrios of western Europe. Comparison of India with 
some of the advanced nations of the modern world conveys- 
the ramo dismal lesson. Before the recent war the per capita 
income in Japan w'aa about Bs. 271 ; in Gcrman3', B-s. 63d; in 
l*'rancc, Bs. 636; m the United iviruidom, Bs. 1 ,092; in Canada,. 
Bs. 1.2GS: m the U.S A., Bs, 2,053.* However, while every- 
body must admit that there is appalhnp poverty in India, 
there is a silver lining to the cloud and there aie on the 
whole gtxid grounds tor .supposing (hat real if verj' slow 
amelioration iii the condition of the people has been in pro- 
gress m iccent tunes and should be maintained when the 
coimtrs recovers from the sciious setback due to the. present 
world depression. The Mllager consumes more salt, more 
sugar, and more tobacco, and imports more luxuries and con- 
\enicnces than ho did a generation ago. He eats more food 
and has a belter house to live in than his father. To a con- 
.siderable extent brass and other metal vessels have taken the 
place of coarse earthenware. The per capita consumption of 
food and of cloth is inci easing. The impression of gradual 
tcononue hctforinonf which one oblainB from facts like these 
and Cioni the various estimates of the national dmdend is 
stiengthened by such admitted tendencies as the growing 
mdcpondenco of spirit displayed by agricultural and industiial 
labour. However, althoiigli it i.s tiuc Uiat some adiance has 
taken place, ii is insignificant ns compared with the progress 
achieved by .some of (ho foremost western nations and 
reflected m decline of jiauperism, decrease of death-rate, 
shortening of hours of labour, spread of education, increase 
in means of recreation, improvement in housing and 
samtaiion, etc. 

§3. Causes of Indian poyerty.-i-The poverty of India is a high- 
ly complex xihcnoraenon and the factors accounting for it are 
many and varied. A more vigorous development of the eco- 
nomic resources of the country and a more rapid spread of 
education and general enlightenment are plainly needed. The 
problem of Indian poverty is, as we have seen, implicit in 
the treatment of almost eveix* topic of Indian economics and 
it is impossible to deal with it without opening up the whole 
field of economic and not a little of the political argument 
concerning present-day India. 

§4. Defects of distribution and consumption.— -Hot only is the 
aggregate-of national wealth deplorably small in relation to' 

’ Sir II Vis-vesvarajn, Planned Bconomij for India, p. 27. 
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the size of the population m India, but it is also ver}' unevenly 
distributed. According to Shah and Ehinnbata, about a third 
of the wealth of the country is enjoyed by about 5% of the 
population; about 35%’ is absorbed by about one-third of the 
population; while the lemaining 30% or less is distributed 
among more than 60% of the population. It is a well-known 
economic maxim that uneven distribution makes for diminu- 
tion of welfaie and aggravation of poverty. This evil, how- 
ever, IS not so glarmg in India as m the capitalistic countries 
of the west, and as between inadequate pioduction and m- 
equitable distribution, the former is by far the more serious 
drawback of Indian econom}'. Besides the size of mcome and 
the manner of its distiibution, another important' element m 
national welfaie is the pioper ordeiing of expenditure or con- 
sumption. All classes of people in India, as elsewhere, can 
be proved to be more or less guilty of ill-iegulated expendi- 
ture due to the tyranny of custom and religious prejudice (e.g 
expenses on marriages, funerals and the like) and the influence 
of Ignorance. An outstanding example of defective consump- 
tion is furnished by the ill-balanced dietaries adopted by many 
of the people in India The prevalent dietaiies in most of 
the provinces in India have been largely controlled by local 
circumstances and determined by the kind of food raised on 
the spot, with the result that the staple food of large sections 
of people IS lacbmg in important nutrient substances. For 
example rice, the staple food of people m Madras and Bengal, 
is fundamentally a poor diet, deficient m important organic 
salts and vitamins The wheat- and meat-eating Sildis, 
Pathans and Gurkhas have a much better phy.sique than the 
rice-eating Bengalis and Madrasis The addition of wheat, 
milk, butter and meat improves the rice-eater's diet, as m the 
case of the Maratha The problem of malnutiition is distinct 
from the problem of poverty. An excessively low income is 
of course a fundamental difficulty But another difficulty is 
the failure to make the best possible use of a given mcome. 
‘A dietary conducing to malnutrition may cost more than a 
well-balanced dietary which promotes health.’^ 

The present facilities of transport (m normal times) should 
help in remedying the deficiencies of diet in any particular 
province by the import of the needed food-stuffs from other 
provinces But extensive propaganda based on authoritative 
investigations is necessary in order to make people desirous of 
changing imsatisfactory food habits The subject of nutrition 

' AgricuUural Commisston Report, pp 494-6 


/ 
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in relation to public healtb phould find its rightful place in 
the curriculum of medical and other studies. 


UN’CMrnoVMDNT 


§5. Different hinds of unoniployincnt. — ^Tlie di'-cnPtion of the 
poverty problem lead's by a process of easy transition to that 
of unenipbn merit, sine*' t he yreat poxei ty o f the people is. 
after all the fundamental c ause of lill tineTnpTo.vuiciu. ^ 

' Woi;l'ul1rSH3trproc'ee31s-) consider the ^'anous foniip whicli 
unemployment takes in India. 

(i) The vast majority of the population of India is en- 
gaged in agriculture and we have already seen* that in agri- 
rulfure, as at present organized in India, there is sca.t07m l 
mcmyloymcnt of greater or loss duration in the year in most 
larts of the country, and the question of finding suitable 
mpplomcntary industries for keeping the cultivator occupied 
during this penod of enforced leisure has been discussed. 

(ii) There is another species of nneraploymeni to v/hich 
fndia 18 subject flora time to tiine. The partial or total 
failure of the monsoon may bo regarded as a sort of lock-out 
declared by nature, and it may result in throwing thousands 
of people out of their normal employment on the land. This 
creates the problem of famine relief, 

(iii) Industrial unemployment the type now familiar 
in the west, of course also occurs m India for the same reasons 
as elsewhere. Dut since only a small proportion of the people 
IS engaged in modern industries, this kind of unemployment 
does not loom so large in this country. Qualitatively the 
problem i.s much the same here as in the western countries. 
33ufc quantitatively it is far less formidable. It will assume 
larger proportions and attract more attention with the growth 
of industrialization. However, industrial unemployment in 
India differs from the parallel phenomenon in the west not 
only in scale but also in the nature of the problem it creates 
for the State. ^Vhen for any reason work cannot be obtained 
in the cities, most of the labourers return to their villages 
and remain there until industrial conditions improve and there 
is again a demand for their labour. To a large extent, the 
people concerned themselves solve their problem and no call 
is made on the Government for assistance. 

' (iv) The rise and progress of modem industry in India 
^d particularly the competition of machine-made goods from 
l^broad have been often attended with loss of occupation to 

cx 

pr-^ • See cli in, § 16 . 
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earliei* cbaptei vre have indicated 
some'mHEods of dealing with the situation which has thus 
arisen.^ 

(v) Latterly the question of m iddle -class nnemvlovm ent 
has come into prominence and has'TxcTted* much alarm and 
anxiety. 

In this chapter wo propose to concentiatc attention on 
(i) nimL-Uaeniployme nt duo to failure of rains, i.e. famines, 
a nd ( iiLmiddlfcclass unemployment. 

§ ST History of famine relief. — ^India has always been subject 
to famines and there is no evidence for supposing that they 
are more frequent now than they were before. In fact, owing 
to undeveloped communications and the consequent impossi- 
bility of bringing relief to the distressed aieas, famines were 
far more calamitous in the pre-British period than at present. 
The present view as to the responsibility of the State m the 
matter of famine prevention and famine relief is itself a 
recent growth, dating roughly from 1865, the year of the 
Oiissa famine which was responsible foi heavy loss pf life. 
As a result of an inquiry presided over by Sir John Campbell, 
the Government declared that its definite policy was to save 
life at any cost. In 1878 was introduced the scheme of the 
Famine Insurance Grant, by which a sum of Bs. crores 
was provided in the annual budget of the Government of 
India to be spent on direct relief if there was a famine, and 
on the construction of public works of a protective nature,® 
if the year was normal. The recommendations of the Bamme 
Commission of 1880 supplied the foundation on which the 
present system of famine relief is based. Communications 
were extended by renewed activity in building railways under 
the new guarantee system.’ The principles of famine relief 
(based on the recommendations of the Famine Commission, 
1880) were clearly defined as (i) provision of work to the able- 
bodied at a wage sufficient to secure health but not ordina^ 
comforts ;,(ii) gratuitous lelief to the infirm in their own vil- 
lages or in poor-houses; (lii) assistance to the land-owning 
classes in the form of talchavi loans; and (iv) suspension and 
remission of land revenue. 

Famine codes embodying these principles were prepared 
for every province, and were suitably amended m the light of 
later experience. The amendments, influenced by the recom- 
mendations of the'Famine Commission of l501, were of funda- 
mental importance The Commission emphasized tlie need 

' See ch. jv, |1{1 ° See cli. iii §8 [n)- 

" See cE. v, §2 (ui). , ' 
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foi 'moral strategy* ot 'ptiUmg liVirl mto llie people’, i.e. 
iis-iisting Ihc people b} loins ntitl otbcr means a-, soon 
dan^’or is seentecl, b\ pionipt and liberal grattts of iolilcdvi, 
oailv siifepension of IimkI reimme, .iiid a jjoliey of 'pnident 
boldness' with laige and elastic plans of relief, consfant avatcb- 
fiilne'^i for ‘lefns of appioacluntr calamity, and full enlislTnoni 
of non-official help. The Commission further diew .atte.ntion 
to the necessity of devising mc.isnrcs foi tnchling fodder 
f mimes and saving cattle, btnrtiug eo-opetafive credit foeieUes 
and extending Rtate irrigation works of a piotcctivc cbarac- 
t<T ‘ Tiie amnnltd l’'armnu Codes cnihodiing these jirinciples 
ha\e been found to work' ^atlsfnctorl!y, so that famines may 
now ho s;iid to have betn brought mote cfiectively under ad- 
mmi-ttralive control tlinn over liefore in tbe bisloiy of India. 
Oni‘ m.iin cause, wb} tins bns been possible is the great pro- 
gress that bin been itindo in the development of ennunnnica- 
tioin and transport. We have now no such thing as food 
fninmes, 1 , 0 . it is rarely that food is not available sornewhoro 
in the country. The j)roble.n» is to irans]'ort it quickly to 
the afTcctcd areas, and this is now possible owing to tbe 
development of tnmspoit. But becaU'-c of relative scarcity 
and (he expenses of transport the pnees of food-stufTs are 
higher than in normal years, while the people in the famitie- 
stiickon aieas, having temporarily lost then emplojinent on 
the land, have no money with which to buy the food. Modern 
famines, in other woids, aic not food famines hui money 
famines. Famine relief therefore now consists mainly in pro- 
viding work and paying wages for it, in order to enable those 
who seek lehef to buy sufficient food. 

Under the financial decentnabzation which followed the 
Befornjs of 1910, each province w’as required to provide annu- 
alh for its own, famine insurance out of its revenues, and to 
pay the amount into the Famine Insurance Fund. As need 
arose, it was open to each of the provinces to spend the amount 
to its credit in the Famine Insurance Fund for (i) relief of 
famine; (h) construction of piotective works; or (iii) grant of 
loans to culiivatoi's. 

The constitution of the Insurance Fund uas radically 
changed in the year 1928-9. Under the new regulations the 
fund ceased to be an insurance fund. It was called ‘the 
Famine Eelief Fund’, and its primary object .was to provide 
for expenditure on famine relief proper, the w'ord ‘famine’ 
being held to cover famine due to drought or other natural > 
calamities (e g. an' earthquake). Accordingly, the annual as- 

‘ Seo ch. HI, §10 
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signment from levenues as well as the balances in the Fund, 
till thej' exceeded a ceitam piesciibed amount, weie not ex- 
liended save upon the relief of famine. The balances at the 
-credit of the old Insurance Fund weie transferred to the new 
Pund. The additions to the Fund duiing the yeai 1939-40 
were Es. 13'45 lakhs; the total withdrawals Es 24-29 lakhs 
The closing balance m the Fund on 31 March 1940 stood at 
Es. 3,07'67 lakhs. 

The Government of India Act (1935) contains no provi- 
sion for the separate Famine Eelief Fund. On 1 Apiil 1937 
the balances at the credit of the Fund were handed over to 
the provinces; and it has been left to Provmcial Governments 
■and their legislatures to take the measures hitherto prescribed 
for them. 

§7. Famine relief organization. — We may here give a brief 
■description of the relief organization built up by the Govern- 
ment in the course of the last seventy-five years ^ 

(i) Standing preparations aie made on a large scale. 
Valuable information is gathered about climatic conditions, 
■crops and prices, births and deaths, etc.; progiammes of suit- 
able relief works are kept ready and brought up to date, the 
counti-y IS mapped out into relief circles, and reseiwes of tools 
and other equipment are kept ready 

(ii) When lams fail, a careful looh-out is kept for danger 
signals indicating the approach of distress, such as rise of 
prices, restlessness of people, and their aimless wandermg, and 
increase in crime, especially of petty thefts 

(in) The Government then declares its general policy 
as based on moral strategy. Meetings are called for explain- 
ing this policy to the people, non-officials aie invited to help 
the Government; suspension of levenue is announced and loans 
for digging wells, etc., are made. Village inspection begins, 
and preliminary lists of helpless persons are prepared. 

(iv) Then follows the first stage of actual relief. Test 
works are opened and, if considerable labour is attracted to 
them, they are converted into relief works 

(v) The nart stage commences from December Central 
relief camps are organized and gratuitous relief is given to 
the infirm m the -villages. Poor-houses are opened ifi. towns, 
and village kitchens are run for the benefit of children. The 
■distress reaches its climax in May, when there is fear of an 
outbreak of cholera 

(vi) The last stage begins with the advent of the rains 
‘ See Imperial Gazetteer of India, vol III, pp 477-81 
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The large lelief uorlca aio eloc-cd doivn nod people ftie inovetl 
in balcliVs to smaller rcltcf trorki in nr their villages, Lo(anl 
grntmtoup lelief h extended, and liberal advances are made 
to ciiltivatore for the ptireha‘-e of cattle, ploughs and peed. 
When the jinncifinl autumn crop iB ripe, the fev.* j-emaining 
vroilw aie gradually clo'-cd down and gratuitous relief ceases. 
Tlic famine is ordinarily at an end by the middle of October, 
Alt thib tune the inedieil ptatT is kept ready to deal with 
cholera and inalaiia — diseases whieli geneinilK appear when 
the rams hicnk out 

§8. Middle-class unemploymcnl. — Middle-class unemployment 
has m recent yearii nssumed alarming dirnenKions and attracted 
widcspicad public attention. Invest igations through specially 
appointed committees were carried out between 102-1 and 1028 
in several provinces, like Bengal, Alndrap, Bombay and the 
Punjab, and in some of the Indian States like Travancorc. 
Tiic most recent committees were those appointed by the 
United Provinces (lovcrnmont under the chairmanship of 
Sir Tej Bahadur Sajirii (103:>> and by the Bihar Government 
(1037). The reports of all these committees show that middle- 
class uncinplo3nnent is an all-India pioblom. TJio evil is n 
very scrioup one, whether one considers the siilTcu'mis of the 
unemployed young men themsedves or the pocml and economic 
ctlccts of 'the existence and steady increase of a sort of m- 
tollectual proletariat not without reasonable grievances. . . . 
So long ns the great mass of the nation’s intelligent manhood 
is driven, in ever-increasing numbers, along the same, often 
unfruitful course of study, which creates expectations that 
cannot be fulfilled and actually unfits those who pursue it 
from undertaldng many useful operations necessary for the 
welfaie of the country, any Government however it may be 
constituted, whether it be bureaucratic or popular, must 
find its work hampered by an unceasing stream of criticism 
and a natural demand for relief which cannot possibly be 
met.’ 

§9. Causes and remedies. — ^India, hke the rest of the world, 
has been severely hit bx' the unprecedented seventy of the 
present economic depresssion. f Employment offered by the 
Government or_by priyate yi gencies h!is_gonsgguentlyZsiiiunk. 
• fery~ 7(re atTy7~while fl ie s u pply of meu-seekmg it has grown . 
r apidly . j[ Another cause of unemployment among thejsducated, 

’ <5-L^eaJaJ.nh crcnt in our prese nt sx’stem of educat ion, which ‘ 

qualifies peonle~li!most~excIu s iYe l v for clerica l occupa tion s, 

a nd those ^6 undergo educaffon g enerally do so wi th a view 
fe~ GbvenimeDt sendee" or to admissioETiEoa. few very much 
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bTer-stoclce d professions such a s law _an^ m edic ine. d^e .edu- 

IS liSipaited also fails to emphasize tKe idea of 
t he d i^t y ~of'lab 6ur.~~'Ong2y§sa lt~ 5rtTiiFi s ~fK^a^F ~Eo^''EeToh'g- 
iD^toI3he-agiiciilliiTalZaiid__the__artisan cla sses, instead of 
beco ming more_^ fficient in their a ncestraf occup~atioM''liiecause' 
o fr^heir education, come^ to looic^uwn"^pon— it~and~prefer - 
storvibg as~lifth-fahe"~cIefiin o earnin g a 'dece5Tli?eIiho5d~ — 
J u 'th6U’3amil ^L-P ccupatioD s^ This merely accentuates the pre- 
vaHing unem^yment among the educated classes It 'must, 
however, be added that, wlule parents fail to display the 
necessary vision and foresight in choosing occupations for their 
boys, this is to some extent due to the absence of facilities 
for practical trainmg—agricultural, technical, industrial or 
commercial. 

Y The mo3 t_impQEtajit^ cause of mid dle-class unemployment 
i s tS e_ yer.y„pg Qr mdustnal deveIopmeht~^f~the country and 
consequentl y the small num ber of c areers open to our young 
meln ^~The under-deyelopmSit of tTie economic resources o: 
the country is at the basis of the poverty of the masses and 
in the last analysis, dominates all species of unemployment 
Everything that leads to the economic betterment of the coun 
try will therefore obviously be a remedy for unemployment 
The rise m the general level of prosperity will, for example, in^ 
crea^ fe dema nd for t he services of cle rks, teach ers, law - 
yer s. doctor s, salesmen? 35anagers, insurance "agent s.' etc, 
.Any furthTer extensionoT’Sovernment activity for the sake 
of bringing about an all-round betterment of the country wil 
also mean more^ employment for the educated classes in the 
various departments of administration ^ 

§10. The Sapro (Unemployment) Committe e. — ^We may here 
refer" to some of the more important recommendations of the 
Sapru Committee and classify them 'as follows • (i) those 
which aim (it mcreasing the demand for educated men; (li) 
iihose which aim at avoiding excess of supply; and (iii) those 
which aim /at a proper adjustment of supply to demand (actual 
or potential). 

(i)' hfunicipahties and District .Boards should be com- 
pelled to ; employ quahfied engineers and supervisors for the 
purpose of maintaining roads and buildmgs in an efficient 
condition;' 

The Government might with benefit provide more em- 
plo3unent for qualified medical men by extending the scope 
of public medical relief. 

Municipalities and District Local Boards should be com- 
pelled to employ properly qualified medical officers for carry- 
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ing out liicir duties in (onnexion with public health and sani- 
tation. 

The otorcrotvcling of the legal profession may he remedied 
to pome oxlonl by the intrf>dnoiion of greater Bpcciiilizalion 
of functions, e g. ■^oine should ‘■peciali/e in drafting docu- 
ments, others m arguing f.i«cs. He 

Large-scale and Mn.dl— c-ih mdu-tnes should he stimii- 
jlatcd £0 that thev might .ihs,,ih un nierensing number of our 


young men. 

Vigorous step'' .-bould bo taken to introduce compulEorv 
jirinun^'^edpcaLon, uithoiit whicli no Eubatnntial economic 
progress is jiossibro. Thu would also mean an incioa'-ed de- 
mand for feacliei.'', and would so far remedy the existing 
unemployment. 

(ii) The High School examination should have two 
kinds of certificates — one eeitifying completion of the courBO 
of second.iry education and qualifying for the subordinate 
branches of Government son ice and also for admission to 
industrial, commercial and ngricultunil schools, and the othef 
qualifying for admission to Arts and Science colleges.’ 

(liit The facilities for practical ’raining in the, various 
t£rbnical educational institutions should be extended, and 
cdnwnidn in general"' “slidiild iccotve a' more pronoiincetlly 
pnicticiO[Ia^.^j n7T ?re^asg--7>f-| )iinTar yVsclf67ds7^~dcriT^^ 

rural, bias." ' •- — 

"^Tedical practitioners should be encoiirngcd, if necessary 
with the help of generous subsidies, to settle down in rural 
areas instead of congregating in’ the few big. towns. 

Steps should be taken to develop new ' professions like 
pliaii nacy^ d entistiy , accou ntancy, architcctuie!, IditanaTislupj, 
insuranciLwp^ ajidLlQum Sl ism , an d lismtaUe^tjainin g should 
he provided- for q ualifyitig for these careers. 

An attempt should ~be ifiade fb~fnduce~3gricui'tural gradu- 
’*J^‘V?S^„^P^&’'iit-hplders_to_ipak^^ scientific fnrmirag fLjneans 
jsf-Ii’?31hood._ The__dcyelqpmentjof.dapw^^ wroujd affd^ 

imQthpx.nQSEih ]e avenue of emnloyme nt for Bfem. """ 

^teps-sbQuld.be.J;akim to brmg gualTfiedledHcateNd ragnJn.-^- 
to tlAlch_\yjt}i_g;ommi:tciSrjfcuse for employment.} Regional 
vocational guidance authorities' ahonrcr"Ife~creal:ed} for this 
purpose. i 

The Government should spread broadcast inlformation ‘ 

I In 1911 the Government of Bonib.ij decided in fovonr of cojavei^ion of 
I some of its high schools into ngncnltural, technical or comin|,jr,;al high 
^ schTOlg vrith a new to providing alternative techmeal education vr|f,;ch wouW 
incilitatc employment in industrial cities like Bombay * 
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regarding possible careeis and bung into existence suitable 
maclimerj- for givuig sound advice to paients regarding tlie 
Aptitudes of their boys and the choice of a suitable caieei tor 
them. 

Secondary schools should provide much moie divei sided 
courses of study than at piesent, and in the univeisities great- 
er stress should he laid on scientific and vocational education 

Appointment Boaids should be cieated for uni\ersity gra- 
duates as also ior the products of the secondary schools An 
Appointment Board was accordingly established foi the Unit- 
ed Provinces in Octobei 1936 A similar Board has been set 
up for the Punjab. 

With the end of the Second World War the problem of 
unemployment is bound to rai.se its head. The number ot 
personnel to be demobilized is well over a million and a half 
and the demobilization is expected to be completed by the 
end of the current year (1946-7) The Central and more 
' especially the Provincial Governments, have planned various 
schemes and measures to absorb the personnel discharged 
from the defence forces. Success in preventing unemploy- 
ment will also largely depend on the extent to which private 
enteipnse is able to increase its -activities 

SOMJIAEr 

KaTJONAL IhCOMB 

The extreme poverty of India is brought out clearly b} th^ \arious esti- 
mates of the national income made from time to tune and by a number of 
more limifed regional inquiries earned out in the different provmces. How- 
ever, considering the position over the period since about 1870, there has un-^ 
■doubtedly been some progress, though it has been very slow, and tjuife m- 
signilicant when compared with the achievements of the advanced nations of 
the "uest A discussion of the causes of Indian poverty must inevitably open 
•up the whole field of Indian economics 

Besides low production, India also suffers from uneven distnbution of . 
wealth The more pressing question of the moment, however, is how to m- 
■crease the total production of wealth 

The effects of poverty are further aggravated by many defects of coix- 
■sumption due to the t3T:anny of custom and religious prejudices and to igno- 
rance. 

Consumption is found to err at present among other things as regards the 
•selection of a proper health-giving diet, hfnny of the prevalent diets m India 
are seriously defective, and the question of changing the food habits of the 
people ought to engage the earnest attention of the Governnient and of the 
educational ag'encies in the countiy 
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U^^5{^r^OY«^^r 

The rroliJcm of tiJiulrial wiernjiloynittit of the nioilcYn type h ffrofting in 
cxu*nt aiui ferioiicjie it. Jjiul it is col 3 el 0 ! the finjc ofdcr ol imp'<Ttai>ce a" 
in the 

A(;ri''iiU!ire in the primnri" intliintri’ in Indm end ils forlnnoij are dejtendrjit 
on the capnriciun iiiontwin. If the riiius fml, <hi« upellj Uccmployiccnt for 
hrge niinihere of peoph- vlio ihun rmiiu face to face with tlio ipccire of 
foiiuttr (Tlarc la of conrio roa'acnl ut.cmpto'juieTil for a part of Ihc year 
r\cn if tho rainfall ji nomial.) The plabnratioti of cffectnc m.'icliincr) for 
e-'-piiiij uith famine, helotipi to the hat thrto-fjiiarteri of n oentury and i? 
iruiito itcmhl'' b} flic modern dcvolojitnrnl of trnnitfiorl and rfiminunicatwa'- 
K.ith Iric.’!lu3 need no longer depenj ontiritv' on fht' ft/fl-rtufri! nsiEcd by it- 
re!(. It can now draw niton llip Bnppliej n^nilabic in other localities in the 
osenl of failure of Ircil tuppliee. I’nmiai l.at lima come to mean not absolute 
failure to obtain food at any co^t, but conipomtiic cmrcily and high price'?. 
Iduough food 1:1 nlmoct aK'.nya otailable, Tho problem ia lo put people in 
the disire'iird areati jn po^'cseion of aiifTicicnl purehatiog potter to obtain it. 

Fctr.tnr relic/ mainly ctioaista in pmtiding v or’, and trngca to (iiO''e render- 
ed temporarily htlpleea bi the failnre of the rainn. lincli province has •» 
famine code of ila ot\n ttbicli 1030 down in detail the plan of action lo be- 
followed for coping with a Ibrcatcntd or actual famine. Eicry prdl-iucc vns 
also rtsiuircd to protule m its annual budget a certain fixed aum (dopendini; 
upon Its linlii!if 3 to faminii, etc) which v.-.aa m the Cri.t inhlance paid inte/ 
a J'awine Imurancf Fund upon which it was thcri entitled to draw, nr 
occasion arose, for preventing or rcheimg faminca. In IPTl-t), the old Pnroino 
Insurnnco Tund was rcplaceil by tbo Famine Itche} Fund, of wbieb the main 
object was to pronde for Mipendifurc on famine relief proper. Tbo Govern- 
mcnl of India -Act (1035) containn no reparatc provision for a Tarainc Hcbcf 
Fund ns such, discretion iicing gnOn lo the Frovincin! Governments in ibia 
mailer. The jprinciptee of Gorentmcnl famine polieii nro ; (i) ns - far as 
possible to nioLo people help tbcmrelvcs, encouraged by Government assist- 
ance in tbo form of loans, suspension of land revenue, etc.; (ii) lo limit 
rebel to the minimum necessary for securing health; (iii) to inaho relief 
conditional on work in the ca*o of tbo able-bodied •and to utiliro as fully as 
possible tbo services of non-officials; (iv) constant preparedness, eternal vigi- 
lance, and prompt and definlto action as soon as danger is scented, Tho 

octnal deUvils of tbo programme of famine relief are most elaborate and 

represent tbo fruit of long oxpcricnco and inueb thought. 

Tbo problem of middle-class unemployment has cicitcd innch attention and 
anxiety m recent y'cars. Vanous committees appointed dnring tho last few 
vears by tho provincial Governments have deliberated and made recommcndac 
lions for dealing with the evil. 

The causes of middle-class unemployment ore a defective syatem of edu- 
cation which IB too academic and too much out of touch with real facts and 

needs, and tho nndor-devolopment of the industrial life of the couatry, limits 

ing the opemngs available to the educated classes. Tho latest of tho pro- 
vincial committees on this question is tbo Sapru Committee. Their recom- 
mendations cover a wide range and inclndo many suggestions — some' of which 
nro intended to be.mere palliatives, while others 'ore radical and contemplato 
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far-reaching changes. They envisage a great extension of Government activity 
and a thorongh ovcrhanling of the educational system of the country. These 
recommendations can all be placed under one or other of the following three 
•categories: (i) those aiming at an increase of demand for educated men, 
(li) those aiming at avoiding an excess of supply; and (lu) those aiming at a 
more effective adjustment of supply to demand (actual or prospective). 

To tackle unemployment resulting from demobilization of personnel from 
the defence forces, the governments must launch schemes of development 
And private enterprise must bo stimulated and speeded up 



TYPICAL QUESTIONS 

I 

p.rsoiJi’.c}:? AND rr>}'Ci;ATiON 

I. GuifuN-r IrdnV, od^aidJ-p" «at1 dusdidr.tsgMi in myc^K t,i 

cal loCntTn. 

1 ? Jtratt 4.''d» sj'tip of JndiR rlii.i.it'ff ilto ))S!rtws!M Mt& wert. 

3 Dc uIh' the i'nuc!}«i oatural of Itwiui oail trnffiafisc t5i'‘ir 

cli&nvc!cr!‘ ti' fcaiurc;. 

(i’c Mtat itnfO'^aaco of rniofaH to (''■oao'R!*: life fn lodifi. Bnefij 
(Icwribo the coRrec of the in lodct. 

P Brfto a in.ip of India to ifi'li ah 11 t divltihatirn Of ihi' *0 

the (i!0i're!i! jitr'i of the cjoJtilrv. 

G Give n cJa-vifiea' wn of the ruile of Iiiifiai and R'Witwn their chief 
product 1 . 

7. 0050X11*0 the pnncsjiil nmierfiJi mined in Indie, and itidicsto tSitir 
disttihution hj inevRi of a rt i tch map. 

$ Indiento the cwnoinio |•/entl^J^tie'. of fvTC-is in India. Give a fliovt 
dc-vripl'oa of forO'-t ndniini‘’tn'iio«} in India, 

9. Bifd.ain the jtart p!i;nd i>j the vegetable and niiiuial re:Oorec.a «> thti 
national economy of India. 

10 Wbof, are the pnnripol sntirce-' of potter ntailahlo in India? Consider 
lit ibis conncvion the pc)*.~ibililiei of hydro-clt itric dctelojiaicnt. 

II. Vi'li'd IS the avirapo density of population in Indin? What inferences, 
if any, can you draa- fmm avirage density vith regard to the ccononun 
condition of the Indian people? 

19. "Vniat nro the factor*- governing density of population m the different- 
parts of India? lilnslratc your nuatter by means of a rketeli map 
IS, Give Ihe jinncdpal rtatisties 'bearing on the occupational diatribnliorj 
of pop’ilation in India, and comment on them , 

1-t. Account for flio fact that barely 11% of the Indian population live's 
in totvni ITott tvoiild you bring oboal a more oven distribution of the 
pvpul.ation bcltvccn town and country? 

15, The Indian birth-rate is one of the highest in the ttorld ^ BTiot are 
fbo cconomio consequences of this fact? . nc 

lb 'The Indian birth-ralo is high, but so ol'o is the deafli-rafo. Tbero- 
Joro there can he no question of over-population in India ’ Do you think this 
13 a valid ime of argument? 

17. Consider the remoa'ics for over-population m India nvder the two 
headings (i) dehberate restriction of numbeie; fii) mdireet remedies 

18 Briefly indicate the main features und economic effects of (i) the 
caste system; (li) the joint-family system, and (in') the !a'^•s of mheritanco 
and Eucecssion in India. 

19 Tpico the influence of western individualism on the eharacterislic social 
institutions ia India. 
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20 1b there any connexion between ‘Indian epintuality’ and the economic 
b&ckwardnesB of India? 

21. Examine the influence of Boaal and religions institutions on economic 
life in Indih. 


n 

ECONOMIC TEANSmON IN INDIA 

1. What is meant by saying that India is passmg through a stage of 
economic tranBition? * 

2 Compare the economic transition >n India with the Industrial Eevo- 
Intion in England. 

3^ In what respects does the old economic order differ from the new 
in India? 

4. Describe the main features of the social and economic organization 
of the old village community in India 

5. How has the economic transition affected the Indian village? 

6. Give a short account of the old village crafts and indicate their pre- 
sent position 

7. Indicate the transition m Indian agriculture and show how it has been 
commercialized. 

8 Trace the progress of ruralization in India and indicate the mam 
causes governing it. 

9. ‘In the past India was both a great indnstnal as well as a great 
agricultural country.’ Comment 

10 Account for the decay of the old indigenous mdnstnes of India 
11. Eeview the course of the transition in Indian industries, indicating 
the progress made by organized industries of the western type (See also 
ch. IV.) 

HI 


AGEIGULTOKE 

1 Discuss the importance of agriculture as the chief national occupation 

in India , 

2 What are the principal staple products of Indian agriculture? 

3 Draw a crop map of India and account for the specialization of the 

several regions in the different crops ... 

4 ■ Do yon find any legitimate cause for alarm in the tendency 
non-food crops to encroa'ch on the food crops in India’ 

5 Give a brief account of the sugar industry m India 

6. Examine the part played by irrigation m India and show how 
an important factor in India’s rural economy 

7. What are the different forms of irrigation prevalen in 
what do you consider to be their relative importance’ 

8. Give a brief description of the Canal Colonies in the Punj^ 

9 Eeview the irrigation pohey of the Government and mention some 

of the recent major irrigation works ,r«mtinn 

. 10 Explain the distmct.on between productive aud unproductive irrigation 

works, and indicate the objects of each of them 
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11. arc (ho c.rji(i ff Jhc low ngriciiltiiral in Icilia',' AVhai 

mca'.iircT would jnn rjopl to iiniii; alK>ut an iniiw.f’r.cut? 

IS. 'One of the greaUn b.atii!icapi of Ind'an ngnculttire is ll.e cndlcau 
subdiviuon nod fracinon'stioti of land.' Cumiiu.'nt 

13 Show hov. rorixotidaliciii of holdings IIS': been clTcutcd irt the Puoiab 
•and indirafo its iKnefito. 

li. \\lmt are the plroiig p-^unts and the ti'ccinl luafcncsscf of the Indinn 
cnltivn'.orr What arc the directmnc in wbicli iiiiprotancnt i.i to bo t'uight? 

15 Dcr.rribe the mrthoJ'i followed and tlio impkincnfs up-d in the ImJiaa 
c.iUi\alor Wlml imiitotinitnts would jou fuggcsl? 

10 Ilsplnin the hrc-"trcl riluntioa in the rural arMi nad sliotv hov, the 
qtnlitj of ealtir co ild be improved. 

17. Consider the problem of fub^idiary ii)da?iriei in Tndi.an nir.nl rconoitiy. 
IS Discuss the usei and limitati<m<i of lisad-tpmning a's a aiibsidiarr rural 
sndiistry in India. 

10. Hxarnine Ibe qnc«;jon of Ibe marketing of BgrienUor.al ps^luce in 
India. 

SO What are the important ncncral causes of mrai indebtedness in India? 
fll. Derenbo the moncj-lcndcr and bis system and account for the high 
interest rates charged by him. 

23 What measures hate been taken by Iho State to rafeguard the interests 
of tho agriculturist borrouet in the UiTercnl provinces? 

23 TOiat steps have been taken ro far for rcmedjing tho evil of rural 
indebtedness m India? Have you any suggestions to offer in tins connexion? 

21. Trace tho progress of the comperativo niovemunt in India between 
1001 and 1012 

23. What arc the principal dcseloprocnls that have taken place since 1013 
affecting the co-operative movement in India? 

20. How far has co-operation helped the ngricalturist to improve his 
cconomie position? 

27. ifcntion tlie principal forms of nou-agricalturai co-operation in India 
and emphasize its value to cottage industries. (See also ch iv.) 

28. Give a teasoned estimate of llio eo-opomlivc movement in India. 

20. How would vou solve the problem of long-fcrm rural finance in India? 
30. Give a brief account of Land Slortgago Banks established in India 

How arc these banks helped by the Stale? 

81. In what different ways has the Slate come to the aid of agriculture 
in India? 

32 Trace the evolution of the agricultural departments in the provinces 
and described tbeir functions 

33 Write a short note on the Imperial Council of -Agricultural Beseardi 
34. Wliat are the pnncipsl items of rural uplift and how is it to be 

brought about'’ What do you know of tho Gorgaon experunont? 

35 Indicate the effects of the present war on Indian agriculture and ex- 
plain the need for the 'Grow More Food' campaign. 

36 Give a short history of Band Bevenno in tho pre-British period and 
explain the main changes effected during tho British period. 

37 What IS a Band Bevenue Settlement'’ Wliat are tho main systems 

of land revenue settlement prevalent in India? . * ' , 

33 Consider tho relative merits of the zamindari and the ryotwari systems. 
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39 Wily is it that Pcrruanent Settlement lias comparatively few adiooates 
st present ? What are the recommendations of the Floud Coinniission regard 
tog Its future? 

40 Examine the basis of assessment under the different land rctenue 
systems 'm India. 

41. Write notes on (i) the question of land ownership in India, (ii) land 
revenue: a tax or rent?, (iii) legislative control over land revenue, and 
(iv) the proper scale of land revenue assessment m India 

42. How for does the Eicardian theory of rent apply to the land revenue 
in India? 


IV 

INDUSTEIAL DEVELOPAIEKT 

1. Examine the benefits which will follow in the wake of industrial deve- 
lopment in India, 

2, Account for the industrial backwardness of India and review the indus- 
trial policy of the State 

3 Give a brief account of the events which led to the adoption of the 
policy of disorimmafe protection in India 

■' 4 Describe the functions of the Tariff Board and mention the principal 
rndustries to which protection has been granted on the recommendations of 
the Board. 

6 Emphasise the value of technical and mdiisfriat education in India 
6 Describe the functions performed by the provincial Departments of 
Industries. 

V How IS Government patronage extended to Indian industnes? 

8. JDVaw an industrial map of India and account for tbe oca iza ion o 

the. principal manufacturing industries, 

ff Give a brief account of the cotton and ju.e mill indnstries and bring 

out their strong and weak points. 

10 Indicate the effects of the present war on India with special reference 

to the cotton and ]ute-inill industries _ i a • i 

' 11. Give a short history of the iron and steel industry awT indicate its 

present position , , ,, 

12 Write brief notes on the following Indian industries- (i) the tanning 
industry; (u) the chemical industries, and (m) paper-making. 

13 Account for the survival of cottage indusines in India Show how the 

present w-ar has given a stimulus to thepi. - 'n .vk 

14i Describe tL principal cottage industries of India ana indicate the 

prcBent position. ^ 

16 Vliat IS the present position and the future prospects of the sen- 
cultural mdustrv? vm. * 

17. Describe the various methods of helping 
measures have recently been adopted by, the Government of India m 
behalf? . , , , ■ 

IS Summarise the recommendations of the Bombay Ikonomic and Indus- 
trial Survey Committee' for the grant of/aid to cottage industries 

12 



178 T y P J C \ J. Q XT K S T I 0 K S 

l!t. Inaicaf<! tli<' ppciili.iritif‘ of tfip facMrj Inilii, and ccm~ 

|vire hia jyjsifion wUi tlnU of the wfisUrn worlvcr. 

20 for m jonr n t>ii« 0 <'.<iip!nint n yarding scarrity of indua- 

Inal labour in India juti'il'ifd 

21 lie. ii'v the labour tcgirlnsion i)fi''cd in India, and oioariy show tbo 
imtiiro of tbe pro!o<.Jiou sffordtd to tlio «or!«. 

25 XX rile brief tioti-j: on (it indii'lnal iioiiaing, and (ii) ncUnre work, 
in India 

Kf fiire a bnef .aerr) int of Uir Trade Union )rtrn*nictil <n India and 
indicato tbo difficiilti'’- in its wnj. XX'lnt i' tbe legal fwition of a Trade 
Cmon in India? 

21 To nbat cau'en .In > 01 ' .attribute the relatiae intllieiency of the Indian 
induBirial ••worker aa compared nitb the western labourer? 

21. XX'bat proTi"ion ba*- been iiinile io bring alxuit tbe fettltineii! of indua- 
(rial diBputea in India? 

21 Shaw hoiT indii..irial lalmur baa been nflcetcd during the recent war. 

V 

TUAX.SPOKT ASD TKxm: 

1 Gnc a brief acctiiint of the <-tate of communicatioiia in India before 
the advent of railw.ays 

2 Give a brief history of raitwaj construction in India,' showing the 
ohangca 10 the feilicy of tho Stole from time to time 

3 XXTial were the principal recoinmondationa of the Acworlh Committee, 
nnd how far were they accepted" 

; 4 On what grounds m the State management of railways in India 
ndwated? , ' 

5 Iteview the history of Indian railways since the sep.aratioD of railway 
finance from general finance iti IWl. with special reference io the present 
war. 

, .. G. Esatnine the economic cfictls of railways in India and emphasize tho 
need for further deiclopment. 

7. Give a short history of roads in India and indicate tho main features 
of her existing road system 

8, XVhat 15 the importance of road development in India? XXTiat meas- 
ures have recently been taken to expedite it? 

9 Give an idea of tho rati versos road controversy. Givo yonr orvn 
' conclnsions on this controversy. 

. 10. Discuss the present position and tho future prospects of walcrways in 
India. 

U. 'XXTiat has been done so far and wliat more could be done for the 
encouragement of shipping nnd shipbuilding in India" 

12. Give a brief history of 'air transport in India with special reference 
to tho recent war. 

13 Givo a brief account of the development of India’s foreign trade 
^uw does India’s foreign tr^e at present differ from her foreign trade 
in tbe pre-Diatisb days? , ' ’ 

15 ^dicato the effects (i) of the World War (1914-18), nnd (ii) of the 
economic depression a929-33) on India’s foreign trade*. 
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T rri C A Ij QUESTIONS 

IG. Show how the present viar has affected India's foreign trade. 

17. ANlmt are the innm charncteristies of India’s foreign trade? 

18 Indicate tho principal articles of (i) the import, and (ii) the e-eport 
trade of India, and ghov tlicir rclaiivc importance 

19, Ilevic\v tho change:, in the direction of India's foreign trade between 
1918-14 and 1919-1, bringing out the oiTect of the recent war 

20 Discuss the rclatite position held by the United Kingdom and other 
countries in the foreign trade of India 

21. AVrilc brief notes on (i) the re-export trade of India, (ii) the land- 
ftpntier trade; and (iii) commercial intelligence.' 

22. Explain why India has normally a fn\ourablc balance of trade. Indi- 
cate the changes in her balance during recent years 

28. ISTiat are Horae charges? Explain and criticize the 'drain theory. 

21. Give a short account of. (i) the toasting trade, and (li) the inland 
trade of India. • 

25. Mention the pnncipal trade centres of India 


VI 

INDIAN CUERENCY, PEICBS AND BANKING 

1. Gixo a brief history of the Sihcr Standard m Eidm durmg the last 
centinr. Why was it abandoned in 1893? 

3. Examine the principal features and the mechanism of tho Gold- jx- 
change Standard before 1914 How was it upset during the war penod 
a914.19)? 

3. What are Eoverst Councils and Council Bills? What purpose do t ey 


serve? 

4 Explain the scheme of tho Gold Bullion Standard as recommended 
by the Hilton-Young Commission. How far was it gnen effect to by the 

currency legislation of March, 1927? o * i, 

5. How and why was tho rupee lintcd to sterling at Is 6 . lu ,,ep em er 
1931? 

6. 'What do you understand by the ratio controversy? 

7 Discuss tho mam issues raised by (i) linking of the rupee to ster i g, 
and (ii) export of gold Do you faxour tho prohibition nr regulation of gold 
exports? ’ „ , 

8. How was the Gold Standard Ecserve established’ What were its 

^ 9. Wharif the present monetary standard of India? By ^^bat authonty 

and howr is it pdministerod? , , 

10 Describe the Paper Currency System in India e ore c 
18 How was it affected by that war? 

• 11 Give a brief history of, the Indian Paper Currency 
12. Indicate the existing arrangements for the issue an „ 
paper currency In what respects do these constitute an impro.ement on 
earlier syetein ? ^ 

13 Indicate the effects of the recent wa'r on Indian currency - 
. 14. ‘ Eeview briefly the movements of- Indian prices e ore 
1914-18 ' ' ' 
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ir> Wii5 iJii! priccr, ring i!i Idilia diirjnt; l!ii’ var of iOl'J-Jft? Ht)rv did 
till'! rnc afr<v:t till’ ('o.mtry? 

1C. llhisttatc tbc woVi’iiient of pruioi, during Uir r-vnit wnr iso't pfiow 
liov It h.i'i afloctfil Minotin Kcction'! o! lUf cotn'iiuoiU. 

17 Account for tli.' sliimj) in pm i during t'n? rccint srsrs'of ecotmtnic 
drptc'i-iMi Hov, l\'i« It U o Irduin agn'-tiUittri and ii’-liT 

16 Dt-cntic tb" priDcipa! rfiinditiitn’s of t!ir Indisii nio.ti/ wnrliU 

10 Give a i.hort hhtory of 'miigi nous l/aplmg in India and > tauiine Uie 
foactiieis [x-rfonncil bj the indig<'nou>. lienlir 

20 .Stiegt ■( mca"iirt<i for ptr.ngllioinng if.e iiidigcnoiiK lianling aysiem. 
21. Gnc a iirief revietv of jonii-vtiic!. l>anf mg in li.di.a. 

-3 One a ‘■bort acttiani of tlie «'',iaMii>\inienl of tl'e I’fs.ervo Bank of 
India What advantagoi i« it om>ov!i.iI to tnnfcr on tie to'lniri? 

£3 Dcvribr the couetiliitioii anil li.tictmri/i of tlie Iteicrve Bank. TIotv ib 
It trianagcdf 

21 Show br>\\ ibe HeBerve Bank ran coa‘rr.1 o'.b'-r liaiikH nntl inakt its 

credit policy ciTectivc. ' 

25 In wlnt najs can l!ie Bc'imc Bank in the finaticinp of Indian 

ngricuitarei 

20 B'bat are (he dutic? of tlie Koicnc B.anI: bnnki.r'i to tlic Govern- 

uinnt .* 

27 What are the fimction= of the Impi'rial Banb of India? Uotv js it 
related to the Itc'ser'.e Bank? 

26 r)e*;cnbe tbo bii«ine53 tr.an<irrteil by llie Escfinngc Bank.'! in India. 
23 What ste;>^ woiiid you tale to inercaic the abare of Indiana in tbo 

financing of tlio foreign trade of India? , 

30. Btarame the function? p-rformed by the .Toint-Stoek Bank-B in India 
Mention the nainci of the leading Ji.int-'^tocl: Bank? in tbo ctnintry. 

, 31, Biectiss the c.ause? of bank failure? in India. fVlint can be done to 

prevent aucli failures?- 

32. Give a brief aoconnt of the Tndi.an I’oslal Savings Banks “What 
ptirposc do they falfi! ’ 

33. BTiy arc industrial Iianks necessary in India? Show how they .should 
bo orgjtnized. 

31 Account for the hoarding habit in India and anggest means of lighting 
It ® 

35 Etamine the effects of the recent war on Indian banking. 
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FINANCE 

1. Indicate the main characteristics of Indian finance. 

2 State and discuss the main heads of revenne in the Central Budget. 

3 Give a brief history of the customs tariff in India and indicate the 
mam cJianges since 1914. 

4. (i) How is the income lax graduated in India 

(lit Vfhat are the justification for and objections to the salt tax? 

3 Write a brief note on the pAncipal heads of revenue and expenditure 
in the budget' of a province Is fSic provincial revenue adequate for pro- 
vincial needs? | 


TXPICAL QUESTIONS ISl 

6. Write brief notes on. (i) excise revenue and policy, (u) new taxes 
under Provincial Antonotny; and (iii) additional taxation during the recent 
tvar 

!• Wbat are the criticisins to i\hitb public expenditure in India is usuallv 
subjected’ 

8 What is meant by the ‘burden of taxation’? Is it evenly distributed 
an India? 

9. How did Indian finance fare during the recent years of depression"’ 

10. Give a brief ncoounl of the public debt in India 

U. Comment on the distribution of the public debt as between (i) England 
and India with special reference to the recent repatriation of sterling, and 
(ii) productive and unproductive loans 

12 Give a short history of the financial relations between the Central and 
Provincial Governments. 

13 What was the Meston Award? Why was it so unpopular? 

14 Give a short account of Indian finance under the new Federal consti- 
tution. 

15. What do you know of the Niemeycr financial settlement? How has 
it, wmrked since the inauguration of Provincial Autonomy’ 

16. WTiat are the principal sources of income of a ilumcipahty? 

17. Enumerate the items on which municipal funds ore expended. 

18 What are the chief sources of revenue and expenditure of District and 
Local Boards in British India? 

19 Comment on the poverty of local bodies in India How would you 
strangthen their resources? 


vm 

NATIONAL INCOME AND nNEJIPLOYlMENT 

1. Mention the principal estimates of the national mcome of India 

2. What are the mam general causes of Indian poverty’ How l^as it 
affected the standard of living and efficiency? 

3 Indicate the relation between diet and efficiency m the various pro- 
vinces of India 

4 Distingmsh between the various forms of unemployment in India 

6 Compare unemployment among mdnstnal workers in India with that 
iu western countries. 

' 6 What are the causes of middle-class unemployment in India? What 
remedies would you adopt? , 

7 Examme the recommendations of the United Provmces (Sapru) Un- 
imployment Enquiry Committee. 

8. What are the causes of famines m India? What measures have been 

adopted for the prcTfention of famines? 

9. Give a brief history of famine relief in India * 

10 Describe the principal features of famine relief organization in India 
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